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FRIDAY, OCTOBER 17, 1975 

U.S. Senate, \ 
StTBCoMmrrEE osr Depar™ent8 of Labor and Health, \ 

KDrCATIOX. AM) A\'KLrAHK AM) Rf.LATKD AoKXCIES, 

^ JoJmF. Kennedy Federal BvMding^ 

\ , Boston^ Mn<%s, 

The subcoral|i^ttee met at 0 a.m. in conference room 2003, John F. 
Kennedy Riiildll^g, Boston, Mass., Hon. Edward W. ferooke presiding. 

Preseiat : Senator Ed'ward W. Brooke ; Harley M. Dirks, pVofessional 
staff nuMnlVr; t)onienic K. Kuscio. professional staff nieniber; and 
^ Gar Kagaii^wiol|i, minority professional staff member. 

, . STUDEN^^AN l^ROGRAMS 

NoNDEPAKTStENTAL WITNESSES , 
JyNTRODUCnON OF\strBOOMMrrrEE STAFS^ "I. " 

Senator BRooicp. The meeting M the Subcommittee on Labor and 
HEAV of tbe Senate Appropriations Connnittee will comedo order. 
I would first like to introduce the members oi the appi^opriations staff 
here in Boston with me. today. On n|y right is Harley M. Dirks, whdis 
the vsenior staff member of the apm^opriations subcommittee. On my 
left, Mr. Gar Kaganowich, who i* the niinoriry professional staff 
rnen\her, and to my rear, Mr, Don;ierac Kuscio, whdvis assistant to Mr. 
Dii'kB and works very closely with tl\e education part of our bill. 
\ I am going to be very brief this mArnirig and I am going to ask all 
j^oT the witnesses to be brief, because we I^ave i;g,ther lengthy subject mat- 
ter to be considered. There are many V^tness^^s and I will ask you to 
keep your statements short. If they arV longer statements you may 
place them in the record. Try to give us a ^nopsis of your statement, if 
you will, so that there will be ample time^^or questions. 

\ 

OPENING STATEAIUNT OF SENATOR- BROOKE 

I want to take this opportunity to express my appreciation to all of 
you here today for what you are doing in your respective fields. I can 
imagine no greater work than to.be involved in helping young people 
*witn financial arrangements in their acquisition of knowledge. I think 
we all agree that the future of this Nation rests in large part on our - 

0 (1) ^' . 
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young people's access to cdurtition. T also believe that the number of 
Hchools in the Couunouwealth indicates the preeniiueiu-e which the 
people here luivc given to educating our young. 

HTfnViXT LOAN I'HOOIUMS 

We are here to look at one of the eoi-iiei-st{)nes of the college (iiumeial 
aid {)ttckage — the student loan pr-ogiams. 

As some of you may know, I am ranking minority mi2J+iber of the 
Senate sid)committee which appr()[)riates the funds for nearly all 
education programs, including st udent loans. But frankly, wp, are not 
hero to sit back and rehash the past, ■ 

Many believe these loan programs were born out of complacency. 
The direct stu(hMit loan program followed closely on the heels of the 
Russians' lautiching of Sputnik. This event was perceived as a threat 
to the defense of our country. In the American tradition, we re- 
sponded with a [)rograni designed to stimidate and strengthen our 
educatioiuil system. Xethdy a decade later, the guaranteed student 
loan })i*ogi-am was established. I^ike so many other programs, it was 
founded on the [)rinciple that opportunity for education should be 
available to all — not just those who can pay. 

Again, both programs were developed some time ago, and unfor- 
tunately, we have i*un into pi-oblems. F"or example, nuinv of us have 
l)e(»n shocked at the alarmin<r gi'owth in loan defaults mit ion wide. The 
(reru^ral Accoimting Oflicc* indicatc^s that one out of every four loans 
are defaulted. This is costing the taxpayer more than $200 million 
this year just to pay foi* default claims. This sort of ])roblem reflects 
on of us; on the students wlio. becau.^e of the ])Oor job nuirkethere^ 
<'annot gef work to }>ay off* their loans; on the paribus who.se children 
start out tluMr lives as cr*edit risks; ami on those of us in Congr*ess 
who really want to continue helping students get an education, espe- 
cially during this t i me of sjnra ling educat ion costs. 

rM*n()('KssKn nurAi-i/r c'laims 

At the same t']]]n\ we hear that, of the $7 billion gjuiranteed loans 
made thus far, $5 billif)n are still outstandinir. Oui; sources tell us there 
are literally ('rates of unprocessed default claims stored in TIEW. We 
hear of some pr'opi'ietary schools that appear to be in the business of 
enrolling stud(»nts, wlu'thei* qualified or not, just to get theii* loan 
papei* and turn a profit, lliese schools share peix'ent of the loan 
volume, ycf they account foi* nearly (U) })( rcent of the defaidtcclaims. 
Another })rohlem, which we will get into today, is the difficulty that 
mayy who*f|ualify are having in actually getting loans. All of this^ 
comes at a tune when we have \'ei*y .scaire Federal resources and are 
fighting to keep these pi-ograms at adecpuite levels of funding. 

iM{oHi.KM-s()i.viNo or no.\N rnooKA^rs 

We, in the Congress, hope to resolve these problems, with your 
help, within the fran\ework of existing programs. We are bound to 
grope for a time as we wrestle with the.se problems, but wisdom is the 
child of experience. Thus, I will li.sten to you today — and I will listen 
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vqry carefully— and mk (juostions. And I hope together we can gain 
the wisdom to iron out some of the confusion and problems. 

Senator Warren (t. Magnuyon of the State of Washington,, my good 
friend and the ehainnan of^thfs siibcommittexi, could not be here with 
us today, but 1 know he shares my concern that we begin now to turn 
these probhMMS around and avoid a woi*sening situation. All Membei*s 
of the Senate Vouunittee, on a nonpartisan' basis, are determined to 
make these loan programs work better. 

I am reminded what the great French Marshal Lyautey once said 
, to his gardener;, ''Plant a tree t<)morr(>w." And his gardener said, **Biit 
it won't bear fruit for a hundred years/' '*In that that case," Lyautey 
said, '*Plant it this afternoon." 

The admoniUion is clear: We inust act promptly to correct ''the . 
deficiencies th/t |)resently exist in Federal student loans.. Today's 
liearingis |)artrof the neceasai7 jxrocess. 

Our leadoff witness is John R. Silber, the distinguished pi-esident 
of Ho.ston rnivei-sity and a dear friend. I am very grateful that he 
has come to testify for ns. As an jdiimnus and a trustee uf Boston 
University, I am particularly pleased to "welcome Dr, Silber, who « 
heads one of the largest univei-sities in the Nation, with more than 
24,()0() students in full or part-time status. 

I)r, Silber, we are pleased to have you and you may proceed with 
your statement, - ' . " 

( il A HA N TKKI ) \ji )A N 1 *H( XHIA M 

STATEMENT OF DR. JOHN R. SILBER, PRESIDENT^^ BOSTOTff 
UNIVERSITY 

nuniKK KDrCATlON 

Sii.BEK. Seruitor Brooke and nremlxM's of^the committee staff, I 
want to ex^|)ress-my a|)|)reciation for the opportunity of talking with 
ycni this uu)rning, and beyond that, I ani sure Ispeak for all of liigher 
e<lucati(>n in Massachusetts in applauding the committee's decision to 
hohl this field hearing in Boston. In no State does higher education 
occupy a moi'e (-(Mitj-al role — e('oiu)mic no lessthan educational — ^^than in 
.Massachusetts, where the health of highe/ education is essential to a 
State wlu>se e('on()niy is "{d ready injjhanihi«« 

tr is especially iniportant jj^J^^f^* A|^l>''"l>''^*i^i^^^^^ ^'^".^'^ ^^^^ 
into the guaranteed loan urograms, because this issue involves social 
l)()licy in that it alfects tl/e future lives of thousands of young Anieri- 
cans/ It is too ini|)ortant a (juestion to be (liscus.sed merely in the con- 
text of higher education. 

nt'AL SK(m")H SYSTEM 

The reasons for the increa.se in loans Jind their role in financing 
higluM' education umst be understood in cont^^xt. Public hijrher educa- 
tion in this country i« a single system with two sectors, the State- 
.su|)|)orte(! sector' aitil the imlepemlent sector Both sectors embody, 
kev as|)ects of the i)ublic inteiest. If both are to survive and to fulfill 
the pii+)lic interest, we must identify and promote certain essential 
|)riorities. \\ 



V.QVAL OPPORTUNITY PKIORITY 

Our first priority should be to give meaning to the concept of equal 
opportunity. This depends upon removing barriers to access. Remark- 
able progress has already be^n made in removing some of these bar- 
riers: those of race, religion, and sex. But tliere a>'e others that must 
be removed. Access to higher education involves two additional re- 
qi^irements: that places in higher education available Und that they 
bo available at prices students can afford. The need for places has long 
been recognized, and both sectors of liigher education have greatly 
expanded since 1945. In fact, the provision of places has been pushed 
to the point of overcapacity. 

lEfforts to remove the barrier of price liave not gone far enougli 
9 and have not developed with an ev^en-handed concern for the entire 
system of public higher education. In the State sector, the price barrier 
has been ^-emoved for most students through the large operating and 
capitfU subsidies that reduce the price of education in State institutions 
far Below cost. And through important student aid legislation. Con- 
^r^^ss has acted to subsidize some of our neediest students. Most State . 
subsidies, however, yield an artificially lowered price for all studerits, 
l)oor and rich. Wliile in all States, tuitio^i is lowered for the rich along 
witli the poor, in many States, the Stat^' tuition is still too high to be 
within the means of tlie poorest students. 

INDKPKNniiNT SECTOR / 

* • • y ' 

Nationally, tlie price in the independent sector is about four tinries 

tliat of the State sector. In some States, however, it may bo^s much 
as eight times. This unequal subsidization of the prices in flTe-Nhv6 
sectors has creatcil a tuition gap— that is, a price gap — between Mn- 
dependent and State institutions. This tuition gap has mtensified with 
proxlictable results: as tho price rises in the independent sector, more 
and more stuflents transfer from it to the State sector. These students 
fuel new exi)ansion, redundant exi)iuision, in the State sector, trans- 
ferring more of the total social cost of higher education from the 
student and the family and tlie private philanthropy io the backs of th^ 
taxi)ayer — and waste conies along with it. 

STA'rr. SKC'l'OR ' 

Tliis transfer and the exjmnsion in the State sector it drives is 
especially wasteful because, hy 1078; we shall begin to have fewer 
rather than more students to educate. Overexpansion is alrjaady >begin- 
ning to produce academic ghost towns. And hy 1085, when the effect 
of the-sharj') decline in the number of live births since 1960 is felt, 
there will l)e many gliost towns. Some of them will be State-owned. 

The barrier of place has been overcome, and tlie barrier of price 
has been overcome for most students who enroll in State institutions. 
When access to higher education is restricted to the State sector, how- 
ever, a perhaps unnoticed implication is that the choice of students is 
severely limited. The State sector has specialized largely.in one type of 
institution : tbt^ large, complex, highly impersonal university. Size has 
been the hallmii^irk of the State sector, and State institutions are on 
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the average times larger than institutions in the independent 
sector. The State sector, for whatever reason, has been unable to oper- 
ate the small colleges and clusters of colleges that form the backbone 
of the independent sector. 

Xo onh doubts that Congress, in legislating the various elements, of 
the existing financial aid'strnctnre, intended to increase access without 
restricting choice. Rut existing legislation, by inadvertently discrimi- 
nating against the independent .sector, is beginnng to diminish freedom 
of choice, a process that will be sharply accelerated if proposals to 
remove the one-half cost limitation on the basic educational oppor- 
tunity grant are^ enacted. 

This prohlenrcan be illustrated in both State institutions and in- 
dependent institutions. In my ^written testimony, I have detailed on 
page 5, two examples of- such cost results. I 'won't take your, time 
to read those details here. 

I NDK PENDENT l^H. STATE (K)U.EGE FINANCIAL NEEDS 

The important point is that over a 4-year period, while a student 
in a State institution need not incur any financial debt in order to re-, 
ceive an education, in an independent institution over 4 years the total 
in dubt ifiVurred -by a student with financial ileed could run to nearly 
$7,000, This is the"^ cost to such a student of exercising the choice to 
attend an independent university rather than a State college. If the 
one-half cost limitation is rei)ealed, making it .in effect actually profit- 
able to attend many State coll6^ps, the difference between the cost of 

- attending a State school and an mdependent school will become $8,400, 
over a 4-ycar period. That is, even for-a student who uses all methods 
of public financial needs and who has the nuiximum needs to present. 
This gap of $8,400 makes a mockery of equality of choice. It insures 
the continning and financially disastrons transfer of students from 
the independent to the State sector — disastrous in the demise of num- 
berHi of independent colleges and nniversities that contribute to the 
educational and economic well-being of the United States, and disas- 

, trons also because the State must replace these institutions at the 
taxpayer's expense. 

Loan programs make excellent sense for funding education in the 
professions that have high earning capacity. Professions of medicine, 
law. some graduate studies. There is no reason why a surgeon should 
not go into debt for his education and repay that debt out of his 
vastly increavsed earning capacity. A physician's licensi^ is at least the 
equivalent in value of a.taxicab medallion, and a society that expects 
cai)bies to pay upward of $85,000 for access to their trade should have 
no hestitation in expecting a similar investment from surgeons. Despite 
the higli cost of taxi medallions, there is no shortage of taxi drivers, 
Thfere is no reason to believe that the right to practice surgery is less 
compelling. 

I NDERGKADt A FE PROGIt^VM 

But for undergraduate progi'ftms, which typically do not in them- 
selves lead to vei7 high incomes, the loan progi-am is an increasingly 
unsatisfactory and socially disruptive mechanism. Undergraduate loan 
programs are failing, as is clear from the cumulative $385 million 
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default total. When we onconrage full-nood st^idents— those with 
kittle or no family support— to contract debts totaling $7,000 or more 
over a 4-year undergraduate program, we encourage a "pra'ctice '^that 
would be finaiicially jlNadvised even for middJe-income farailios. 

UA^KHUFrCY otocJns 

Congress, through existing loan programs, has already inadvert- 
ently pomted the way toward a now comi^ig of age. It w'ill be a rite 
of passage separating not boys and gi^'ls from men and women, but 
separating adolescent students from true adu^This rite will be a 
financial bar mitzvah in which young Americans will declare bank- 
rnpfcy at about 2,5 years of age and thus freed of all debts incurred 
in obtaining their education. This new ^--ite of passage will undermine 
the cancept of financial res^onsil>nil?5?, which is vei^ closely related 
to personal .integrity' Some^forjji/*W it may become morally accej)table 

. if we continue the preseipJUie^fSphasis upoii loans as the basic foi-m of 
e<hicational assistarj^ei'^T^ 
. To be sure, ii^yf^all Ainericans will opt for bankruptcy. But those" 
who are so olcl-fashion?,d as to shun it may opt for a life of debt. 
•P^veiwone who graduates from .school with an interest-bearing debt of 
$7,000 facw^s marriage with a negative dowry. If he or she marries a 
.spouse With a similar dowry, they will never' be alble to own a home of 
their qivji. Loan programs will increasingly send students who left 

^ pom-ty for college back into poverty, and' will stand even some of 
tlif more affluent on its margins. 

y^The rest of my testimony consists of recommendations and if the 
Senator nnd the committee are interested, I will be very liappy to 
discuss it, ; . ' ' 

rvhji' FGxnixo for broo 

Senator Brookf,. Thank you. Dr. Silber for youj^ vviy excellent 
statement. 1 tiiink you appeared before the Tlonst^ >Subc(1^mmitt9o on 
iMlucation in Jjily of this year and you said then, as you said iu^y'Ymr 
statement this mohiing, that thc loan programs are failing. Xow, wlmt 
alternatives do you suggest ? You have pven us your reasons as to yliy 
you think the loan programs are failing. W\mt alternatives dop-oii 
suggest, other than BKOG? I know yon are a strong belie\*r in 

nyy. Sii.BKR. I think that. BEOG should be fully funded /p to a 
$K000 total with the half-time cost of education restrictio#Ieft in. 
T also think the work-study program should be funded ii^ to $500 
million, an increase above that $360 million present leveL/13ut most 
important, I think, in addition to increasing BEOG, is to^establish a 
tuition equalization phin. or if you want to follow the BEOG-SEOG 
lerminology, a tuition efjualizat'ion oppoi-tunity trrant. Tins would be 
a gi'^nt of- from ^200 to $1,500 ba.<=ed on financial ne^, to students 
wlm c^lect to attend independent colleges and univep^itie.s. Tt would 
be ba.^ed on a graduated peed fonnula that woulcy insure that the 
av(^ragt^ ffrant was approximately $L000. Now. the^e are 2.2 million 
studentv^ in the independent sector in the United Spites at the present 
time, so/the cost of funding a tuition equalization grant program 
would qe, npproxima-tely $2 billion. This exp^n/j[iture T think would 
be one of the most economical that the Congre^ could make, because 
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it would iiTsure l.ho vitality of tlio lii(ler>endGnt sector of public higher 
cduVation, and that sector'contribut^s well over $6 billion each year m 
education to American citizens and its capital assets, of coui^e, ap- 
proach $20 to $30 billion. So if the States and the taxpayer had to 
duplicate this resource on their own, or even. a.jnaior part Qt it, the 
cost would b(^ fantasti(?ally more burdensome than the cost 
tion grants, tuition equalization grants, that wpuld cost roughly 30 
cents^on tiro dollar's wovth of educafion received. ' t i • i 

The thing that bothers me most about the loan program I think 
that we se>^i situation there t^iite comparable to what is happening m 
New York Cijty. There is a gfadual momentum, a snowballing effect 
is, building up'. As the default rate rises, the loans are going to be 
more suspect.. and each yea^ independent colleges^attd universities afe 
becoming increasingly dependent upon-loan funds'. If loan funds are 
tQ be terminated, tlu^ liave got to be phased out, because if right now 
Boston T^niversity si{ddonly had no access to loan funds Ave would face 
\in annual do'ficit immediately of $3 million a year. That Is the level 
alreadv of our dependency. The loan program is an i\ddictive^prograrn. 
We are $3 million dependenton it at the present time, but if we don t 
get off this addit/on^we are going to find ourselves $5, or $6, or $7 
tniljioit a year de()eiident on it, and^one.pf these days it will collapse 
just as surely "as New York City bonds', and at that point there wilhbc 
a finaiwal collapse of a large number, of independent colleges and 
iiniversiticfJ^. . 

Ai)VANTAGE8 OF BEOG - ^ 

* ,s . ' 

Sjpnator Brookk. Wouldn't you addicted to BEOG as well? 
\ ' Dr. SiLUKR. Well, BEOG is a different thing. It does not have the 
seeds of its own destruction built into it. BEOG leuves the, student 
better educated and without debt in order to continue his education. 
>^enator Brookic. But fvhm the institution's point of v'lew? 
Dr. Sii.iM-.n. I don'f think t/liafe the institution is afraid of the loan 
program being discoi^tinued by a capricious Congress. I. believe the 
Congress-wjkl perform in a very farsighted fashion, as it traditionally 
has. But the i^ason why we can anticipate a precipitous fall of the loan 
program is I tltink we.are ijoing to have this banlyuptcy cra^e swecp- 
.ijig'^the countrAthat wiir so thoroughly discre^lit it that you can't 
persuade hanks toxmake the.se loans, ami tlie Congress will be forced 
bv public out rag(> fo suddenly discontinue that program. ^ 



InVrKASE in BEOG PAYMENTS 



Senator BunoKE.'.If vdti-'had discontinued the loan program and 
went to BEOG exctrtfiivel\\could you ma}^e that grant high enough 
so that that student wo\ild liable to matriculate with the high cost, 
-f^e(lucatk)i\ beint^ exfterieiK*eXto(lay ? Many of these students pack- 
age it?j[is yoir very we iV know. Tliey'have a loan juid a BEOG grant 
iXH well, in Wlei' to pay their tuitioKiind matriculate at various institu- 
tions. How high (fJ) you think realist1s(^xlly \t^e could make the BF.OG's 
pavmentr < ^ ^ ^ 

i)r. SiijiKR. I think if the I^EOG payments went up to say $1,600, 
or if it^Vent even up to $,8,200 with the half cost-of-education limit, 
at that "level I thiifk that BEOG plus the tuition equalization grant 



would be just about enough to carry students wlio were willing to work 
some' on their own. I tlunk yoi^ should certairi1;y contiiuie tlie work^ 
study program. I don't think tliere is any roasoii why we should nof 
expect the students to bring $1,000 a year to his educational costs. 
This is somethfn/r tlmt lie can easily afford to do. That is about $85 
a month in earnings and at the. pres^?nt niininnnn wage, that means 
tluit he conld carry that much-of a work program without interferring 
substantially witlrhis educational program. That plus a $1,600 upper 
limit on BEf)G would give him already $2,600. That is enough for 
most of the State schools to meet his wav. Certainly it would" be if you 
increased BEOG even up to say $3,100 and, made it ii half cost-of- 
e(hication as its upper limit. * 

Senator Brookk. Tiie maxirmim for BEOG now is $1,400. You would 
raise it to $l,a00.. Is that correcH ^ 

Dr. SiLBER. I \fould' prefer raishig jt to $3,200 with the lialf limita- 
.tion, nnd I believe that would cost ^jbout $1.8 billion, so about $L2 
billion above the present level. But I don't think that it would be 
sufficient without a^4:uition equalization grant. 

Senator Brookk. T am sure you are aware that the BEOG Program 
has gone begging. For example, over the last 2 years^ there's been a 
$200 mill ion surplus in the BEOG progratn.'^ ' 

Dr. SiuiKR. One of the reasons why sofnetime^ there sir6 no takers 
is because it costs the university so rrvuch* to use \h * 

Senator Brooke. Tlixit is what ^was "driving at. Why hasn't the 
tmiversity used it? ' v ' ' 

COSTS TO' t'XfVERSITY OF BEGG PROGRAM 

Dr. SiiJiER. It costs the university somewhere between $1,000 and 
$2,000 to utilize jJie BEOG and SEOG programs, and so that means 
that althoughit is a arreat advantage to the student, it is'not a financial 
advantage _v(nthout financial offsets to the institution that uses' it. It 
would Jb6 like a shoemaker w^ho agrees to sell the shoos at something 
lo\vef than the cost of making them, and ypucannbt enlarge that kind 
of practice very long before bankruptcy .comes in. So we recognize 
oiir social responsibility to provide education tor needy students and 
we set. aside several million dollars of university funds to supplement 
the Bp]OG funds available to the Federal Government, and in the 
process it is certainly an 'advantage to the student but it comes at 
only a uu^dified advantage to the institution. Ultimately we rench a 
' point where there are no fn^jds left in order to Utilize those BEOG 
funds. , , ^ r 

BOSTON UNIVERSITY STtDEXTS raCCErV'IXO BEOG^ 

S<?n{itor Buooi^E. What proportion of Boston Univemity's students 
receive BEOG, aiu4 cou4)are that with the tgtajs? 

J)r. SiLBER. We have T)8r) students at Boston TTniversity who used 
r^EOG this year, That is 58/5 out of 2*,000— or 24,000. 

Senator Brooke. That is not very large. 

Dr. Sn. HER. Xo, it is not. 

Scjiator Brooke. HoV do you ac^count for it? 

Dr. Sii.BER. Well, we use BEOG-iip to the limit that we are assigned, 
of our eligibility. . 



Soiuitor Bkookk. Ifow do you fjro about using iti llow do you get 
tho S5U(l(M)t iiitero,^t(»(l — I uncltM'Htaiul some difficulty is encpuntered. 

DrASiLBKK. AVell, the student ronu^s to the financial aid office wit1i a 
sot of\i)r()l)Uuus and tiie Hiuuicial aid officer meets with that student 
and Irms to set* what his eligibilities are. Some of the students are not 
eligil)le\ for HK()(i because family income nuiy he too liigli. I think^ 
tjuit it woyhl impi'ove HKO(ir if tluuv were a sliding scale of financial 
need nitlier than an absolute cutoff.at a very low level for institutions. 
It seems\t() nu» that we' now are able to do our best for a student who 
has no family resources whatsoever, but when it comes to say a family 
with t\Vo,or three childrt?n and an income of $1(),()00 or $17,000 a year, 
there is very little we can do for them. If you have a family with a 
$•20,000 u yeitr income and four children-, there is no way that they can 
afford to ^)ay tuition at independeitt colleges and universities, but at^ 
the same tnn'e, they are beyond the reach of BP]OG. So I think that the 
HPXXTs ([ualification re(|ui1'ement could be changed. The ne^d formula 
cj)ul(l l)e adjusted on a sliding scale, and if this were done, the BEOG 
pi'ogram coulfl be utilized at a much higher level. 

Hut as a matter of *fact, if there were a greater utilization of BEOG ' 
by other universities, there would-be less BEOG money le-ft for Boston 
I'-niveji-sitv/to |$e, so the success of the BEOG program would npt be 
possible nationally unless the total allocation to BEOG is substantially 
increased. \ 

IeoG PHOORiVM PR*EFEKREn OVER LOANS . 

Senator Brook^e. The House of Representatives has shown it reluc- 
tance to increase BEOG's funding. You probably know that. In fiscal 
1970 we in the Senate increased it to $795 million. We had to cut it 
back to $715 milhon, if I remember, Ibecausc of the reluctance of the 
House. I take iU then, that you fe^l that the direction in which we 
ought to go is with BEOG and not loans. 

Dr. SihRER. I would say use anything before loans, but I would be 
selective iibout loans. There is no'rea<son wliy loans shouldn't be used 
for peopj'e who are studying law, studying medicine, going into cer- 
tain areiis'such as microbiology, with a Ph. D. There are certain levels 
of a Ph/D.. that g-uamntee a' sufficient remuneration to niake a loan 
{)rogram sensible. Indeed, graduate programs of almost any sort have 
tlu!^ characteristi(!. Butlfor an undergraduate piogram, I would limit 
loan programs to middl^ class students. I thiids: tlM. if a student comes 
from a family whose an^nal incoine is under $20,000, it is a. very risky 
prop()sition to put him in a loan situation. The idea o'f using loans for 
y^Muigsters from tlu\ families of the poor is I just think pernicious, 
really destructive of the upgrading of their lives. 

I think we also ought to consider wlmt are going to be the effects on 
the housin^rindustry. Let \is suppose that the students don't take bank- 
ruptcy, and so oiu^ student graduates with;a ^7,000 loan and marries a 
girVwith a $7,000 loan. Now they have a $14,000 loan. That is the 
mortjrage on their house. They have got to p^iy this off befoi^e they can 
,even' think about I'aising the money for a down payment on the house. 

Senator Brooke. They have tluuj>education. 

Dr. Sn.HER. Thev have therp>e<tucation, but I don't care how good 
vour education is—when I haff a Ph. D., T .still had a hard time raising 
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the down payment for tho fir*st house I bought. And if Vd had to pay 
off 11^14,000 in (fcbts beforehand, it would hav(' been an to 10-year 
'period before we coukl have had anything. 

CXU8Kn BKOG Fi'Nns 

Senator Hrooke. Dr. Silber, I have several other (lueslions. 

Fii-ftt of all, why (io you thinj< JIKLP has reported more tlTan $200 
million of unused I^KCKi's money ^ , . • - < 

Dr. Sn.HKK. Tlie ('ou/jjress, in order to insure that the ajnount appro- 
priate(i und'^r HEOCTs is not ovet-expended, has designed a rationing 
system rather than a need analysis in order to determine eligibility. 
They don't ask the univci*sitiGS and colleges to identify students with 
a certain amount of financial need, but rather the Congress ^las come; 
up with a family contribution formula that is so restrictive tliat many 
of the needier^tudents are simply ineligible. It is a very com^)licated 
fo run 1.1 a that they have developed, and it is a far more restric'yve one 
than is used in determining financial ability to pay by tiie QSS. 8o 
tho v'fp^t of the family contribution fonnula developed by C(\ngress 
is to ration the expenditures under BEOG. It is not to define the\finan- 
eial need of the student. And they have miscalculated in the prooess of 
writing this family contribution fornnila and made it so restrictive 
that you simply ^'.annot spend all of the BEOG money thijit is 
• a^ppropriated. 

' C(Sxnolly-(:akilu) act 

In Texas we had the Connolly-Carillo Act. It is a student financial 
aid package, available to students provided the .student agreed nol; to 
receive any other financial aid. Consequently we never succeecjed in 
finding more than two or three students a year w4io would cjual fy. 
They had to be poor to qualify, and if thev were poor enough to- qi al" 
ify, they were poor enouglYto need more finif^ncial aid than they co ilcF 
^get from this one little loan program. 'If they took this loan propnim, 
they had to swear that' they wouldn't take any other financial iiid. So 
coTiserquentiy they had a built-in mechanism for never using it. And 
then I remembeT legislators would get up on the floor and say we dcln*t 
need more financiial aid for students in Texas because thev never used 
the Connolly-Carillo A#t. 

It is the sauje way with BEOCi.- A Congressnum can get up and 
'say we don't need more money in BEOG because the BE()(t money 
has never been used. But the reason that BEOG money has never been 
used is because the Congress Writes the family contribution restric- 
tions in such a way that it so carefully rations the BP^OG's money 
that it cannot be spent. And also the geographical distribution of 
BEOG is a somewhat faulty process. It is not a^s flexible, not 4\s re- 
sponsive as it might be. ^ 

I think what we really need to do on BEOG!s is increase the limits 
and develop a graduated family need formula for its allocation, some- 
thing a long. the liries of the way in which we have the college scholar- 
' ship servi(T analysis ()f fannly need and sfudent need, and then I 
think we could use the additional money in BEOG very handil.^. 
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Senator Brooke. Do you moan wo aw not givinp: duo considonition 
to tho number of institutions^ in a ;j:ivon iroo^i'apliic aroa, so that ob- 
viously thoy would ho in need of a larprer portion of.the fundB?** 

Dr.- SiLHKR. '\Von. ^ think an ofl'ort is mndv to rrspond that .way, 
but it is a \vv\ diflicult ^ind very (•oni[)h»x !natt(»r lo predict, and I 
think you need to have a kind of l«iid<in^ control system there that, 
would be nnich more. fl(»xible. and when it finds one -^'e^aon or one in- 
stitution that is ^^oing to fall behind, that it very quickly can notify 
other institutions aiul additioiuil fiinds can' He transferred to theni. 

lUHuUto have a clearin^r house liiochaliism to inakf*, the BEOGs 
nuiney and all other' student firumcial aid money flow nr'iore swiftly 
aiuKf^urelv. ^^'ork-studv fund^^ need the same kind of (dearin^r house 
"flexibiJity. ' ^ 1 , 

Senator Brookk. So. in (»ssence, we could have shifted that $200 
luillidn to other areas that did not have adeqjiate funds? 

Dr. SiLBKR. AVelh r don't know. You see, it is so restricti\'e that any 
students who (jualify for BKOG are so poor tiuit the university, if it 
is an !nd(»[)endent univei'sity, is ^oin^r to have to put a lot of its own ' 
moiK^y jnto it. and so we reach our limit also. I think the major failure 
to fully utilize BKOG iv^ that the family contribution foi'uuda is de- 
signed as n rationing system and not as a need analysis. 

DIRECT LOAN' I'ROORAMS 

Senator Brhok^. You 'know, in thes(»* times~-f-)^f scai'ce I'csources, the 
direct loan pro/i^ram has a \*erv appeal in^^ !id\anta^a» ovei* BKOG in 
that it is a n»volvin^^ pro^n'ani ancl loaji repayments us(m1 a^j^iin to 
make wew loans. If we wviv to limit the student loan [)!-()/j;ran)s to-^. 
as you have sup:p:est(»d — ^ratku|^;tc 5tud(»nts, prima I'ily, that would re- 
(]U!re considei'abh* inc!*ease iL/a[vfM'{:)|')!*iatio!is to ^I'ant pr-o^rams, in 
which we ha>'e run into real'prM-yleius. ^ 

Dr. SiLBF-H. I think the. Gonpress has to look at the wav in whicii the 
Uioney is spent to see what tin* fruitful {)Utc()me is. It' Congress dc- 
• cided to add a one-t()-fi\*(^ percent surtax to tlh^ inconu^ tax for stu- 
(lents who had r(vei\*ed financial aid in oi*der to d(»!'iv(» theii- (»olh»^e 
(Hlucation— but it would be a tax that they dicl not have (o pay unless 
th(\v hnd inconu* — I thiidc there* you would have^a way of n^coverin^ 
some of the costs of education without destroying young people, with- 
out burdening thern with a debt, arul w-^ithout enc{)Urnging the ir- 
ivsponsibility (^f bankruptcy. ^ . . 

So 1 tliink that there are alter-native ways that tlu; Go^igrQss coijld 
recov(»r the investment it i.nakes in its o>iti/.enry for highci; e(hication, 
in a way that would be constructive* rather than (l(»struct?ve. 1 don't, 
tliink that stu(lents and parents would have any scM-iolfs Objection to 
a recovery in that system. But I tliink the \oi\juJ[U'()^Viuu is siniply 
illusory. It is ju^t as illusory as New York Git^believing that it can 
go |)erennially and continually into (febt at highei* and higher levels. 
Wv can't all l)econie (Consumers. -When you try to develop a system in 
which the [)(»o[)le wlio consuiMe substantially ()iitnumb(»r the people 
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who produce, you ultimately reach a point of collapse, andl think that 
the loan program is going to share thef^e characteristics. With that 
mounting indebtedness,' with that 59.2 or ^-percent drfault rate in 
proprietary schools, that is the time to put a stop to it. Where the inde- 
pendent schools have an 8.6-percent default rate, that probably is 
something to live with. In the State schools it is a 31.7-percent default 
rate. That is too high to make sense of, and I would suppose that once 
bankruptcy becomes fashionable to the proprietary schools and the 
State schools, and their students simply default on their loans 
through taking out bankruptcy, that then it is going to just become a 
national pattern, as inconsequential as a middle-class youngster going 
to jail for setting fire to the school building, . ^ 

POSTPOXEMENT OF REPAYMKNT OBLIGATION 

Senator Brooke. What about giving a postponement? 

Dr. SiLBEii. Well, I think it just postpones thq inevitable. I think it 
is a way of kidding ourselves. 

Senator Buooki^j. It wouldn't be inevitable. If that student was? able 
to get a job he or she would be better able to pay back the loan in 3, 4, 
5 years. 

Dr. SiLBKR. Well, let's just be sure that the oppprtunity of bank- 
ruptcy doesn't l)i>coine fashionable. Unless something is written into 
these loan arraj^gements that prevents the utilization of the bank- 
ruptcy law, I do|i't think postponement is going to do very much good. 

Aomssioxs policies 

Senator Brooke. At times you have been critical of the sybsidies 
given to State institutions, wliile schools such as Boston University, 
for example, have to tough it out. Would Boston University enroll the 
same students, for example, that tl.ie University of Massachusetts does? 

Dr. Silber. You mean, would the standards of admissions he the** 
same? ' - ^ . * 

Senator Brooke. Yes. Would you tak^^ care of those .students? 

Dr. SiLBER. I don't think that one canVinderstand higlier education 
by asking wliat are f lie admissiorus policies of single institutions. Bos- 
ton University has n<*ver bee^ segregated racially or sexually or re- 
ligiously, so we have never restricted our ad. missions in terms of 
criteria of race, sex, or religion. On the other hand, Boston University 
cei-tainly has varying standards of admission with I'egard to acAdeniic 
or artistic ability. * " ^ 

Senator Brooke. What about economic? 

Dr. SiLBER.gEc0nomi(* — we have made pur cost as low as we can and 
w(* haVe made our price as low as we could, consistent with our cost. 
One of tht\ real mistakes in public understanding, and you find this 
misunderstanding in the speeches of Conmiissioner Bell and Undersec- 
retary Trotter, they chnfuse price and cost in our education. They talk 
about (he relatively expensive in(lependent universities and colleges 
as opposed to these very inexpensive State colleges and universities. 
There is no difference in the cost, but there is a difference in the price. 
The price is subsidized in the State sector, so consequently li student 
can come there 'for a much reduced price. But the cost is borne behjad 
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the scenes by the taxpayer who pays the subsidy. And of courste m an 
independent university* we^^don't/^have that opportunity of being sub- 
sidized by the taxpayer. Consequently, the price we charge reflects 
very closely the rest' of that education. But we don't discnmrnate 
against students in terms of their ability to pay. We would be very 
pleased to increase the nuinbcjr of economically disadvantaged students 
in Boston University if we i^imply had the funds to do so. 

KCTSTDTZATTONT OF 8TATO UNIAT^^RSTTTES 



Senator Brookk. That if; wjtiy we subsidize State institutions, be- 
cause they do take caW" of students who are econoinically 
(li.sadvahtaged. i • v • u 

Dr. SxLBKR. I don't think that is the reason you are subsidizing, be- 
cause if your concern were to take care of students who are financially 
disadvantaged, you could do it less expensively by simply contracting, 
developing a national voucher system, that the student could take 
whereVcr he wantecl to. Now we've seen this blown into a cocked hat 
when Congress, for example, tried or has legislated money for a new 
medical school for the Armed Forced If the Congress wants to educate 
doctors for the Armed Forces they can do that through all ot the 
existing medical schools. They would have to take one or two doctors. 
You wouldn't have to spend $210 million in capital and operating 
assets ine^order to do that. For something like $5 million a year, as 
.opposed to $210 million a year, which would be a return of maybe 2 
i/ercent on the capital investment of $200 million, you could educate 
doctors on a, contract system in better medical schools all over the 
country. So the contracting system, the ^iAicher system, could be a 
much more economical way of accomplishing this result. 

The State subsidy, to the University of Massachusetts, for example. 
exr(ieds^substantiallv exceeds— $3,000. per student. Jt is closer actu- 
nllv to $5,000 pci- student. Well, that is in excess of the tuition at, 
Harvard. For less money than the State spends to subsidize the tuit^ion 
"at the Univei-sitv of Massachusetts. 'they could issue a voycher— had 
thev not already built'the university— tlf'y could issue a voucher a,nd 
^have that person educated at Boston TJnnTrsity, PTarvard, or any- 
■Svhere he could get in. That woiik) be a much less expensive way to 

*^^"\ow that wo have reached the satui^ition point in terms of places, 
1 think it \^ very important if we simply remove the harrier of j^rix'e 
by sonu> Hott of etiualizat-ion grant that will enable the student to take 
his education Whove he wants it^and where he can get the befit kind ot 
education for himself, and that is far less expensive than forcing 
bankruptcy of independent schools and then going out and building 
brand ncNv facilities with all the capital waste in the State sector. 

. ROSTOX UXrVKRSlTY DKFATXT STATTS'nCS 

;^^nator B.Rf)()KK. Have you any statistics of default? at Boston 
rniversityT -.i * 

I)r SiLUKU. T don't heJiove I have them with me. 
' Senator Bkooke. Would you supply them for the record? 
Dr. SiLHEU. Yes, sir. I certainly will. 
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rONTACr WITH fiTrnENTS RECEIVIN-O r,OA^rs 

Senator Hi,,«,kk Do your people Icoop in touch with the .students 

ment ^VVhat do you do in this regard ? 

Dr. Sri HKii. As loiiff ii.s the .stiidoiit niaintain.s his full, ready contact 
vitl. U.S. tells „H where his addre.sff'is arul what he is doi ip, a nd bed^^^ 
to procM-od as .f he fully intends to pay the loan, we have a vV J- aSe 
and proper relationship. When he drops out of contact, the,; we make 

r<Ai::^ snccess hav'e you had collecting through 

^ I^r SiuiER. Agn-in. I will have to supply the details, but the impres- 
>: -^lon 1 get is that our default rate has j)een relatively low and it has 
not^^-efc emerged as a .serious problem for us. But we' see the vector is 
ir i^?'L" n V''?'^'lF"f- ^^'f''""^'' P^'Tcntage of default now 
ftnil i : " ^"'""^'f.v.lo^^- «-lH>'-e we can easily discount the de- 
hiulMe m terms of return to the university of the'value of the loan, 
the v|ctdr of u.ci'easlng default is alarming because if it Mere pro- 
.jecto<V for .several yeaj-s it would i-each the point where the loans were 
thems^lyi's prohibitively expensive. 

°\ \ DErAtrLT BREAI^DOWN BY STt'DEXT ANP PROORAm" 

Senato^ Rrooke In addition to the .statistics on the number of do* 
faults It A.OU could, give u8 an analysifj, sojne breakdown, as to kinds 
ot stiidenj^s and programs flioy are in. 

Dr. Siri^iat. Yos. T am sure that our default rate is runniufr at the 
present tit??e w*11 below the average for the independent colleges and 
^ universiti^p of 8.fi. so if. I ju.st took a gue.ss it would be aroun(l 6 per- 
cent. I?ut ]|\vi 11 pi ve you a breakcbwn. • . 

Senato.r^iitonKE. IJow do you account for tlmt Relatively low rate ^ 

Ur. bn^TER. It IS a substantial car.e in gran(;ing the. loan.s'. One thing 
Hat we w|l not do is encourage any .strtde^it to take out a loan'unless 
that student is academically ^pialifierl. It i.^ the issWnce of loans to 
•stiKlents \\l]o do not have the academic qualifications that is probably 
the most r|Hiiciou-s activity. This js a ^)oint on whicvhj think vou re- 
rterrcd in %^\U- opening remarks concerning proprietary schools. 

X(>.iN-s TO .\rAni:jrrfALi,Y r-XQi'Ar.iriED .STt-DEXTs 

Senator t?'ROnKE. H.ow widespread is that practice vou said was 
• pcVnicmiis <{ ,; ^ ; 

Dr Sii>nf;R. It would be just subie^-tive for me to gue.ss on that I 
would think.'itdias to he pretty wide.spreaj for you to have a fi >-percent 
detault rate'in the proprietary sector. ■ ." 

Senator Brooke. Tlmnk you very much, I)r. Silber. We certainlv 
appreciate again your vei-y valuabie te.stim%y. You have been very 
helpful to the committee. „ R*^ - , 

Dr. Silber. It was my plea.sure to be here and I thank yoii for listen- 
ing to me. 0 

X 
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Senator Brooke. ^Ve are pleased to welcome here today Mr. Philip 
D. Epstein, of Marblchcad, Mass., who iagoing to give us some insights 
into' education from a parent's point of view. Thank you for taking 
some time out from your busy schedule to be here. Please proceed. 

Educational Loans to Mfbi>LE:lNcoME Americans 
STATEMENT OF VklT^TP D. EPSTEIN, MAKBLEHEAD, MASS. 

DEnCTTS FROM PERSONAL FUNDING QF EDUQATION 

Mr* Epstein. Thank you, Senator Brooke. I am a middle-class citi- 
zen of this country, the father of fSur childi-en,,two graduates of BU, 
one now attending the school of social work for his masters degree. 
I'have a third son at Cornell in his second year, and I have a daughter 
who will be graduating high school^vthis year and entering a higher 
educational institution in the fall. ^ 

I'p to this point, I have spent" welMver $60,000 to educate my chil- 
dren. Two of them havp gone to private schools prior to going to col- 
lege. Recently, it lins jiist become too much of a task. I have borrowed 
against insurance. I have borrowed as much money as I can. I am at 
the. point where I don't think if I wajked into a bank and asked tor a 
loan tliey are very %vell going to give it to ine unless I could come up 
VC'ith some more securitv for them, ■ .,, • m uwu 

• Lapplicd for'the basitf loan when one of my children saicH* Why 
don't vou apply for that?" This is the one at Cprnell that was tiitned , 
down twice. As Dr. Silber just mentioned, the formjila under which 
money is '^nvcn, I think, does not take care of the„middle class person. . 
If $200 million, or whatever the figure is that has been bandied about, 

^is correct-then \vho takes care of the middle class? Thte average .pgrson, 
^.assume he is making $20,000 or $30,000 a year, and the like next year— 
I face the specter of approximately $18,000 for the three children in 
scliocil. According to the figures irom BU Sohool of Social ^\ ork you 
n'eed ai)proxirimtely $7,200 if my memory is correct, to pa.V for a child 
at schod-. W-ell. I'm taking just an average for three childreh in col- 

• lege— two in fmdergraduatc and onefin graduate school— and taking 
the fi<rure of Ig— let's assume it is evien 1.5-^you have to pay. taxes on 
what S'ou eart, and if vou have to pay $15,000 for them, and you have 

• a wife and vourself at home to pay for and other expenses tolive, how 
do vou do It? I iust. ieel that there ought to be a change in the way 
in which it is calculated so that the middle-class, child will, have an 
opportunitv to have equu| education, and riot have his father become 
a pa\iper or have to hock eVerythipg that he owns. 

\ ■ . ' • ■ ■ ■ 

' LO^VSS BASED ON SCISOLASTIC ABILITY 

I haven't given it the kind of thought , that Dr.- Silber has, but ob- 
^ viously there must be a method. I spoke to my son who happened ^ 
haffe" spent 1 vear at the HebrewaTniversity in Israel and he informed 
me of something tlmt they did there. I don't k^o^t^iadetails but I am 
sure the Department of Health. Edsication, and \\elfare could easily 
get the information from the Department of Education in Ia(rael- 
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.where they do it on the basis of scholastic ability, and each institution 
has ^ts-o^y,n cntei;ia by which a child takes an exam, like the college 
boards evidently If they achieve a certain grade and they seeni to want 
to go, but don t have the money, then there is some sort, of a fomula 
whereby the child is supplied with the money to go to the particular 
school or university that ho wants to go to. It would seem to me that 
that IS the kind of thing that ought to be worked out here. I don't 
know the formula. I haven't had the opportunity to think about it, 
but 1 certainly hope to give it some thought as a result of the call that 
1 received from your office. » 

I agree with What Dr. Silber said with reference to the formula, 
and he referred to academic ability. I think that there are many mid- 
dle<>lass children who'^have academic ability, who if. their parents are 
going to be faced with what I am faced, are going to have to send their 
children to no school or they are going to have to send Yhem to State 
schools. And T feel that if I educated two^of mv children and the third 
IS partially through college, private schools such as BU and Cornell 
that 1 should not deprive my other daughter of the same thing. There- 
fore I think that something has to be done to help us fellows in the 
middle. ■ . ^ - ^ 

I think a formula on the basis of academic ability with the combi- 
nation Qf loan or grant~I don't want anything for nothing. I am 
willing to pay for whatever I get and eventujilly pay it back, as I have 
-been doing for the two that have graduated. But'l think that> some 
help has to be given to the man in the middle because he has to live. 

. RESUT.T OF APPLICATION TO BBOO '^'ROGIIAM 

Senator Brooke. Mr. Epstein, you heard Dr. Silber testify in favor 
of more i^liance^on BEOG progiani. It is my understanding ihat you 
did seek BEOG assistance. h j 

Mr. Epsm^. I did. 

Senator Brooke. What was your experience? 
^ Mr. ErsTw.N. My experience was a turndown on both, on the basis 
that my earnings were so high that they shouldiPt give me anything, 
Ivf/ f be contributing. I spoke to the financial aid officer at 

BU, because my son applied for scholarship. funds at the school of 
social work, an^ for my son at Cornell. At BIT, the fellow said my son 

should be al)le to— they would only expect me to pay about $700 

Cornell said soniewhore around $1,200 or $1,400, and yet I am having 
to pay almost all of it, because other than,a loan from a bank for the 
one at BU under the loan for Massachusetts which is $2,500, and 
$1,500 that I got for my son at Cornell, I have nothing. I ^ave to 
pav for it, and I have had to go out and borrow. 

Senator Brookk. Mr. Epstein, I appreciate your testimony. Thank 
you very much. 

Our next witness is Robert Spiller, president of the Boston Five 
yents Savings Bank. Mr. Spiller is one of the outstanding members 
of the Boston financial community. A banker obviously is a key 
man in the guaranteed student loan program which depends on 
financing through th'e banking system. A banker also has^he head- 
aches of finding sufficient resources to meet the demand and then 
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making certain the loans are repaid. Tlius, Bob Spiller brings us infor- 
mation of substantial importance, and Bob, you are most welcome 
here and we will be very pleased to have you proceed. 

Defaxilt Rati: on Bank Loans 

STATEMENT OF BOBEBT J. SPILLEB, PBESIDENT, BOSTW FIVE 
CENTS SAVINGS BANK, BOSTON, fiCASS. 

ACCOMPANIED BY: . „„„„„ 

HOWABD T. NASON, SENIOB VICE PBESIDENT, DIBECTOB OF 
MABKETING 

PREPARED STATEMBNT — »^ 



Mr Spillef. Thank vou, Senator Brooke. My name is Roberl^r~ 
Spiller. I am president of the Boston Five Cents Savings Bank, and 
1 am also a trustee of the University of Massachusetts. Awpeanng 
with me is Howard T-. Nason, senior vice president, director ot market- 
ing, who is also more technically familiar ^th some of thi^ material. 

I ask that my prepared statement be placed in the ^-ecord. 

Senator Brooke. It will l>e inserted at this point. 

[The statement follows:] 

Measures fob Combattino High Deu'nqubncy and Default Ratios of Student 

Loans Repayments 

Gentlemen • My nnme Is Ba)bert J. SplUer. I am President of the Boston Five 
Cent aaWngs bLu and I'm also a Trustee of the University of Ma«B«"s. 

My testlmonv before you today will be divided Into several short Parts^ 

1 I'm going to cite an example recently brought to my attention which I think 
l.s .somewhat typical of the .situation we find ourselves in ; . 

■>. rni Bolng'to put my summary or recommendations first on a point-by-polnt 

""3.'l'f"lrae-I hope to give you some rationale for the positions we've taken in 

few weeks ago our loan officer broughC to my attention an ^'''"''P'e ^„ 
lll,^ „ use both as a.-. introd«etion.and to set the stage for our recommendaU^ 
s to what is wrong with the Guaranteed Student Loan Program, partlcularl.V the 
, hfgh ;Mh..,uencranV^ ratlo.s, and how, in our opinion, the program ^an 

l)f made into an economically feasible one. , , , a^^ii^ 

"m"' son^ .searching for the borrower- on a defaulted stTident loan, we ftnally 
conta • iZ an education major, who had moved to the West Coast. As an edu- 
irtlon miijor. he sakl he really didn't feel an obligation to pay us the loan or 

"'F;;st1:ericl h:'"^uldnit'olMaln a Job as a teacher and,' there/ore, «.s gettinj?' 
no value from his education. Second, the loan was '"•'jy^'' ji^. 'he goverm 
the government wood make good on it-and even if It didn t the Boston ll>e 
was in a far better position to absorb the loss than he was. And, third since 
1^ wni^^rylns to l"m a career as a. landlord-he owned three hou*,es and was 
about to buy another oni— his rec>ent buslne.ss debts and operations took pnonty 

"'^hreSe^oln^fup a lot of things; but most importantly ^it undersaores 
nn attltX that seenis to be escalatlng-that .somehow the act of defaulting on 
Snanrtnl obligations to the govlnm.ent, the banks, or other '"fj";"^"""^^^^^ 
our Hodetv really never Comes home to roost. But in this ci\se the accountabUitj 
for ones actions in skipping out without paying his loans actually does come 
home-it comes home to his own brothers and sisters who are innocent vlct ms 
^fThe depleted resources in the student loan program; less money is available 
banks are Vropping out of the program, and the goal, the original intent of the 
entire program. Is In increasing jeopardy. 
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SUMMAHV OK AcnoNM KKCO M M KNDKl, roil I.OAN I'liOOBAMH 

Ilprp IlK'ti is M siimuiMr.v of {ho acli.ms l.,.li,.v<. II.K.W. coiiKl Hike ii„( onlv 
o h 1 .■s,,lvo (1,0 i.ml.I.MMs w,. „„„■ have with ,I,.fMUlto,l Ion , 1 iVo 1 , 

^. H.M-kin^; tIu-.,uKlj not only llio l)aul<lnK iud'uslrv. hut aKoncic. in lintli tlio 
3. PhcH's a Ireinpiulous coHf for tin* ImuUs in hist ruHKM'work nlono i or« 

rr nu'^(v™ on. in.whirh intcMvsl is paid to Ih. l>anl<s on luon.v 

a rayiho^siil.sidy rate- tho intorcsl .mipplrnuMK oVrr IJio standard 7^/. rnt(- 

, , J * ^ Ijonds and \v\ tho l»anks know in advance wlnit tlie ratt^ will 
a) 1 lo^pr(^sont niHliod nst.l by H.K.W. in a rnysterv to tl,e Imnks anil ( I \vo 
J on know wlyjt it m in advan.v. Banki^,^ liko any la^sim's' n '^t l,o I to 

7. And alllioiiKli "axioniatlc. If the interost rate %vas allowed to ri^e rnoW 
banks would int.M'ost,.d in (;SM>. thus nnikin^^ iiM.re m^u^w lal <^i, o 
P..mran, and also Molpin,^ rednco .sonM. of tho oxtrnordinarv Ti d bur le o l o 
ovrrhoad r<.sls in niaintaininp: this vital program in the first plai-c' • '''^'^'^^^^'''^ 

K Make major rhangos in'tbo i)roKnim only after .scuno advance ^lotice to tlie 
l>ankH and after sonnM.on.ultation witb representatives of the banking imiustn' 
s pubheize some of tlie success stories of the OSUV 'Hie recent publieitv 
air nl-rnhnJ; r '^'r*"^' bankruptcy, and thus disl i l^ii K. 

w -vr^m? r '"''^^^ '^'''^''^ ^^"^ definitely been barmfial. Instead; 

M d n.o^ w r , ^'n ; '^''V^ J'luphasizinK tlu> po.sitiv<. aspects of tlie pro^^ran 
find tlje moral obliuratb.n of repaying one's indebtedness . ' . 

t<. apply ^''''^ sfHdents n^ffardless of family inconu^ are eligible 
11. Correct present inconsistencies ' in the "needs test" and increase the auto- 

nl k hITuan ft 7''^^;;^"^">'"^'- ^^-MO adjusted family in<'ome established 
liack III lUOO. { It should reflect ensuing iaflatifuij 

llKJIIKU Kn re ATION I.OAN I'UOOHAM (IIKI.P) 

rlrnn^^'V"!:.^^^)''' ;'(MUs;Saying<. t^auk has participated actively in tiie Ke(hM-al 
.uaianfced Student l...an Program since it^s inception in V,m\, The program, 
knoun here in Massachusetts as the Higher Kducation Loan Program (or utlhV 
s^ n(^c;(hMl more 'nday than perhaps ever bef\,re. Looking at the escalating cost 
o/ undergraduate and gradunt(. education, coupi^'d with our national eouimit- 
nient to .jualily education. I'm sure that participating l>anks in Massachusetts 
share fjur sense ot sfK-ial resp(aisibilit y and willingness to participate. 

Let mc also nmke it clear the Jioston Five's {M)f)peration from our state organb- 
zal ion has liecn exccllt^nt. " 

From n cHMlit iM.int of view, it is very easy for me to state that much of the 
trouble \Mth the prr.gram is that umny loans are granted that do -not measure 
up to file customary niiuinuim credit standaiMs. 

If haviugjjo bTvses in the im.gram is a lu-inie object ivc—aad I realize it isn't- 
loans should nnly lie made to per.«^ons who have established a satisfactory credit 
reconl. In the ahs(Mice of a proven credit record, sound banking pnictice s/iys 
that student ai)plicaiits should he looked uprm as dependent children eligible, 
for educali<ui hiaus taily If (heir parents qualify for credit and only' if thei,r 
luireiKs will cotuitersign the notes an(J he responsibly for the debt. ' t 

Yet I well recognize tiiat such /^policy is not consistent witli national policy * 
nor with the iafent. of Congress in e.'^ahlishing the "(Juaranteed .Studenf I/m'n 
Program. Certainly many capable and deserving students would not receive a 
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higher education If loan standnrdfl were not lowered, fhls Is particularly tru^ of 
^ Htiidenta from underprivileged n reus. * r n 

The point I wish to ninke, liowever. la tliat the Guaranteed Student Loan Pro- 
gram does have U)wcr loan standards than Is traditional wHli unsecured loans, and . 
that It Ih pretty much axiomatic that when you lower yotir loan standards, you 
iiu'rease vour level of loan losses, As I see It, the objective of the Guaranteed 
Student Loan IM-oyrram Is not one of avoiding any losses whatsoever, but'of<|feep- 
inic losses to n reasonable leveh ^ i., 

Kroin our own experience, and from wliat | read In the neWsimper of the 
experience of other banks, the losses are in excess of a •'reasonable level." Our 
default oKUCrlence has been H% on the nuuiber of loans and less t^an 7%. on the 
dollars nf ToaTmr^riiis Is apprwlahly less than the 20% national figure ofteit^baji- 
dled about in the news media, yet It Is'still about four times as heavy as our 
experience on other unswured loans. In acquisition and collection cpst. we find 
tiie burden of Guaranteed Student I^an Program loan^,,U) he about fouf tliries 
, as great as that of conventional unsecured loans. - . , - 

Bv the way I'd like to get sonte clarification from the committee because its 
not 'clear tf) me what the often quoted 25% default figure refers to; is It 25% of 
the students who took out loans, or is It 257^ of the outstanding loans that weren t 
paid? I hope these figures tnke into^accoimt that students often, take out more 
than one loan. If not. they. should he adjusted. 

i Mkastreb fok Reduoin6 "i^oan Lohses ■ 

In rav estimation, the tosses under this program could be reduc-ed substahtially. 
Needed inunediateU' are greater Vollection |iillg6nce by H.E.W. and cooperation 
from governmental agenaies and schools In locating .Tnisslng P™^^ deeded too. 
Is a greater efl'ort at the Federal level to publicize the, favorable a^^pects of th^ 
program rather than the negative. After all, millions of people are getting educa- 
tions as ft result opeducatlon loans, and tht; vast hulk bf. |hem are repaying their 

^Tltlu!laglM'^^^ to do so, the Boston ^J^lve Is tlnding It increasfnglV difficult 

to justifv its continuation In the Guaranteed Student Loan Program. We are a 
tnutunl organization, without stockholder^, and operated sokOy ^^^/^^^ be^efl to 
our customers. A savings bank, after all, is not much difTerent than a credit 

""\Ve have actively participated In the Guaranteed Student Loan Program since 
it^ InrTptlon in Kmc, and a decision to withdraw from the program wou H conae 

bout very reluctantly. U would only be because we-found ^^^^^ 
want to liiOp, the cost of administering the program, our los,ses unrt<^r the progrnm, 
the unwillingness of nuiny other banks to paHicipate in the program, and the lac 
(,f involvement on the part of the partiri[»nting schools places a «'7f 
loss burden upon the Boston Five than we feel our depositors should be expected 

iTJt'hvr words, hecause other banks have dropped out of tlie program a greater 
load i placed on the remaining institutions. Of necessity, we've n/^^^^y 
•on ed to put an allotment or ceiling on the Student Ijoan Program at the Boston 
l ive A pp ications for loans are now accepted from existing customers of theJ anic 
JvhoVe IH^^ With us one year : students or their parents who use savings accounts, 
loans,. mortgages, or other services. . , 

I»iioouAM Weaknesses 

The Hosti^n Five, like most i)anks pai;ticlpatlng in the program f^^^s that it Is 
uJu'T t„i Ml ndvantaire of bv Ihe^govern^ient, with tlm schools reliping the majoi 
;r/tage o t e ^ nn^ not bearing their mvM. adminislriitlve costs 

or tlu' loHHes. Speclhcally. we find the rollawing serious ^-eaknesses in the 

^^'^I'^TlIe baiiks tnke a substantlalfinanclailoss^on'GSLPloans. . 

\ The OS of putMng GSLP loans oil the books Is approximately four times 
th u of 1 a d n?n nna 'loans l«^cause/>f th(^ much greater papQrwork. He^B and 
i e inv ived. Kach loan requires tjfe processl.;g of about ten separa te forms, 
nnd communications and correspohdence between the bank and student, his 
nn rents the school, the state UBL^ office and H.E.W. 

' l^T he in unrest onrnings fn.mil.. GSLP Ipans nro below our f B|,or operaUon 
nn<l rosult In n loss. Wo i;»J»t, liuve nearly 6% to. cover the cost of interesl^d 
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• fZaf J/Tn^r 'T, '','"r"r« ^'^ have a inlnlmuni of an addl 
H^^vJ uJ^ « originating, servicing and colUjctlng rfeular un 

secured loans. We need more fhnn Hint t,,. th» ^^,0,'?^*.'' ,r 



roturn on the GSLP loans Is giiiiranteed only at 7% and, even with the honn« 

h/oTdS'sirr''''" bi,,ornX, ttZm^z^ti^ir:'; 

mo'tv^lZllV^'lr'''*'' Pn'-fl'-lP"""" "f bnnks by making student loans 

^•l.n„/' . , *7 °'' * *" '"^■"'^•ed- If yoii eould ^et the banks enthusiastic 

nl)0..t student lonus with reullstl.' Interest rntes, then n lot of the overhead tlmt 
it Ukes io maintain these loans conld nt least be held to son.e kind orbreakeven 

tlmeM'lmro/nnr,n',l'.Tn'"t' Tfl'^' V°" '""f^-'ty. also estimated at four 

nn. It ,1,,.^ „ loans After graduation, students scatter around the country 

,? In "f <orresi,ondence and effort td locate them and then 

t< get them to commence i.nylng the loan back. (Injhls we receive very I ttle 

defanUnilvivt '-'"^^T'l""'"' J!"", l>a--'"'lpatlng schools.) Loans that go In o 
default ahvays result In much heavier service cost, because of the additional cor- 
respondenoe phone calls, credit checks and Interviews The r Mo of S 
' l«,r«n ;^*''^''"'S'V'?/;""-- 'hat of other unsecured loan and the Xc 

i^::.:\^jrx:Tii:rio^ ' - ^^ur 

loa?«'o,?whU'\vl C";'"'""'^' ''■'^^ T ''onventlonal loans, "on 

loans on which we know we are going to lose money and Ui which we participate 

nrn,l° """"" """f ' I« ^ "uy wouder that loan officers drea Ul e 

program so very much, , u<-<-i.-> >in-«u uil 

n.ci"'\f '""^ Savings Banks getting the brunt of the crltl- 

clsm^those that stayed In the Student Loan Prou-rnm. But what about those X 
linvo dropped out? I would hope that yow seek their opinions also because unless 
we^rectlfy the rogt causes of GSLP's problems, more banks are likely to follow' 

(CoNOLusrox > •/ „; 

Ponr/Xlir^''". m" 1^^"'^'"^ summary let mo sfl^^Yhnt the Fed^^ral jfoVernmJht 
could enreet snhstantlnl Iinprovoinpnt in GRLP # oooperatinj; more fnllr with 
l(?ndlnp:v.i„sritnHons. -reduHnj? thV bardensorne i^dininistFatW load se^^^^^^ 
greater coppe>rat!on from edneational institutions, niaklnj; Hie interest or interest 
3hv"'"Vi;""'' nrtraotive to the banks and^ finally. taWn« steps novN to ere^^^^ 
positI^e iiublic awareness of tho sn<;oesR and benefits o,f the program, as well as- 
red uoefn a oou rate and misleading reporting j>C its shortcomings. 
Thank you. * ^ 

PROFTTAniMTY* TO RANKS OF KDUCATTON LOAN 'pUOORAMfl 

Senator Bhooke. Youi' rate of iiin-eftse sooms to have slowod in the - 
Ia8t2year.s. T ^ 



Mr. Si^iTj.KR. In involvomont, in dolla/s, it increased. 
at"^o^'' -Brookk. But. slowod. Yon ^\fnt fmm $700,000 to $7m\000.. 
Mr. Spiij.er. Sli^?htly less, but wo haVo soiT>e more, technic^al datA for 
t^ei record. / / 

/. ^^j^"^^?*' ^Rf^oKK. Ts it a profitable bfsiiles.s for tlio bank^ to be in the 
/student loan bu.siposs? J^^ / 

Mr. Sr^LLioR. Dn direct cost bj]i^i<^no. But from a PR point of view 
a^ncl tor reasons of relation.shio/fo t/he coininnn%, it/s profitable in 
that sense, yes, because we ar/in the bnsiness'of ser/ice • But from a 
// . cost pomt of view it is not profitable. / 
• 'Senator Brookr. Is it^a Civic t'esponsibility? 

Mr. Smllkr. It is part of our responsibility to o/w depositors, to the 
coinmunity, to all of why we are here. ^ / 

Senator Brooke. The Federal Governn^^ent/^uarantees 7 percent, 
and then we give them another 3 perci?nt. Ho\Vdoes that compare with 
^ your other loans? ' , 
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Mr. Smhi.vAt" Ijooliinix at Bhcut ierin, bec^iusc tliatMs wjiat it would* 
htmvto bo— yoif would lutvo toVcIate it tt) curroiit^ield unsecui*ed 
loans — is go\n<r to run i);»to l{)~l)eoausc>this 7 percent is simple interest.- 
iFor niortpigV inte-rest — tj\e c-uri'Cuit FIUV rate toclay is 9' perc^eut, 
sinjifk;^ fa'*nily .resijLential. Tlijs^'ift'T perreut. Tke current jute mi tliis-- 
is 114— so tlu^-^'urrent nxii^. On tlic loans we nuule tliis past fall was 
HYj pert'.enf. But vi'rcwn that there is a w.ell-docuinented' 5 l)ercent cost, 
so the bfi' of the' 81/2 leaves vvhich is 1 purcent'less ^lan the. cost 
'of money. O^n'an FIJA^inort^ii^lv'today with a l)-percent rate, the cost 
of ori/jiiuitipH and. seu\ icin^ is |2:oinj]f to run leps thaiv three-quarters 
of 1 percent, . " • ■ 

- ^ ' rXCKEASK IN INlT^.iu«:.ST lUTKS * ' ' « . 

Seiuitor Bkookk; At today's^^ money cost whafwoujd you suggest 
that the iiiterest rate be raised to? ^ i " ? " 

Mr. Brii.LKK. It is going t-o'iieed to be* a minimum of 8 "to 81/^, plus 
that escalator in j:he i-ange of 21/2 to 3V2« so it ge.ts it into a ball parK* 
'of netting out so that tt at least nefe out a say A'percent plus. • ^« 

Henatgr I:JkoukV, • Anck wpuld that be pr^fitivble for the^ bank? 

Mr. Si>ii!Mt}«. It is livable. I donT: thirik it needs to be' thati)rofitab]e. ^ 
I {Lon't think moi5t •l>aji|<i? regard it as a*hi'ghly profitable h)ol in that*' 
,seh^..J don't tiiink tlrey are looking^-o^rhake money on the progi-ams.- 
We K^;t a i n ly a le not. 1 1 i s pa rt of our in 1 vemen ( , But i^f we ca n 
break evrn, l)erause (hat is a respansil>ility to tho (lepositors, then fine, 
. Senator J^KooKK. Has tbi^ been a'^dcte/rent for banks to give sfudeiit 
loans ^ ^ ' • I ' ' * ' 

>lr. ftpii.i.Ki:, 1 Jhh\k numy- banks have "iiof particii^ted^^for this, 
reason. I think other reasons would lie Jn/^ie complexity pf paperwork, 
|5'ur'ticidi)l*lr when you get int'o the small bauks. 'rhey (lon't have the 
numbei' of people available* to have the technical knp\yledgc needed 
for alkthe different pr(6gran\s.' It is vef-y difficult /for them. 

s' r r f) 1: \ r i > i ff i n ■ i N oivr a I'N.i x ci 1 ) a n s ^ 

Senator Bk('h)K-k, I hear fi'om numy students that they have diffi- 
eulty getting the loans. They ^^Ao the hatiks and the banks want ii) 
"Mvhow immediately whet her their f)arents have dei)()siis in lluit par- 
licidai- bankiivg i*nstitut!on and iioAv much m(TneV is on deposit.* In 
other woi'ds, the ha-nks .appear^ to b(v seeking ,s()rt of a collafef-al oj. 
.^»f«'Uijty against that loan. ^ ■ % , 

V .Mr. Snii.urn. We i\a\'(M\*t "doj^ie that.^^e ha\;e told them student 
loa'ils were for peoi)](» in tlu^'^area w for ^^i^le-^M\o were cLjsti)nTVFs 
of the bank— not fbrthe saivc af security buf^- tjie sake I'atidning, 
a svst(»n) of lationing the moUey,-.becau.se we have<^\ treinen(l,ous uum-; 
}>er. (d\<H('h(K>ls in J he. J^ostx)n /irea,* n\ore >^o tlum o^herWrts of the 
K)nnti'y, and if students at any pf those schools canu*^ lii^to the few 
nm1il)eV that are nuiking tlm loaufp, it. is impossible foV that 'numher 
of ban'kt^ to f ak(M'are,ot that kimJ of a hnin demand. , ^ 

/ „SenHtor;BKo(»i<Kv that ni keeping witli tlie'spirit of t-lu^ lAw to re- 
st ficT loarfs-io sjudcnts who are customers oi* wlioae families^ure custd- 
HUM-s of the bank? \ v • • ' ^ 

Arr. 'SpTLi.KH, If^th^re.are only 10, cookies in the cookie jar and 15 
•.peo|4e want tb(^R| wl\at Js the answer? I doili't know tlie ansvyer. 



\S(Mmtor<-\HH()(>KK. Wliat al)out lliai oliild whose parents don't have 
tlepusits in a^i-vsbank M.low (h)es that cliiid get a student loa^? 
.^Mr..,Snijj<j?,'-If if is possible, we are ^oh\fr to try a^d help them, 
bur I don't riiftik jf is possible to help every single person wlio comes 
into the Imnk. Wiint (h) we do if there are K^cookies in the cookie jar if 
there are 15 (-hildren sitting around tiie table ? AVho do you give the 10 
d^okies to ? That is* the dilemma, and someone has to answer it. If some- 
oijie haa the i^mstter. that's just great. I thirds we are faced with this 
p|*oble>m in tfu^ st udeat loan program. There are a lot of people that do 
n(j)t participate juul those that are willing to participate, should they 
take the Avholeanu)ufit of the heat ^ i * / 

Senator Brookk. Yes; but I just don't think it was the purpose of 
the guaran(6e(l student loans program to grajit these loans only to 
stlidents-wiiose parents op the students themselves were fortunate 
enough to have money on deposit in the bank, 

phvSpiLLKR. That >is not a rule in -the sense that jt is a total custom. 
In, 1974 when weJnul heavy disintermediation*"this past 14 months ago, 
when deposits- a\e not flovying info\savuigs institutions there is no 
len^lable money — where should an institution get mom^y t^iat it <^an 
lend if tliere is noinfh^w of deposits ?^ Tf the deposits doh't come in, they- 
can't be p^it otit, and J^i ere fore the.orily thing a lending institution can 
do is; it can say we can allo<"ate .7? number of dollars to the stiKlent loan 
prograj^md it has f-o go on a first-come, fir.st-served basis. 
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Senator Hrookic. I hear from students fre(]uentl,y that-'they go to the 
banks and (he banki^^say they luive run out of money. They ju.st don't 
iiavefany niore nioney for t*liis purpose. 
' Mr. SjMLi.Ku. That is c^uite true.^ 

S(vriator Rrooki:. Do you establish a ceiling beyond which you would 
!iot loan inonVy ? * , T 

Afijj Snij,KR. \\'hen we di<l not ha.VT leiulnble funds, yes, we had to 
establish a ceiling^ . . ' ' 

i^enator J^RonKi:. Were ceilings established at yoii^- bank during the 
periods you have given us figures for? • ^ 

"Mr. SeiMjcm Tn ;2 of f'ho.se years, yes. > 

Senator Brooki;. What years we're they ? . * 

Mr. SpiM.KK.^A year ago, 1074. the disintermediation that occurred — 
last year! in nil leiidal)le funds. There w-as no otlier choice. 

Senato*BRf)ai4,K. Have you increased that, say, for fiscal 1976? 
' Mr, Xasox. We inci'eased it enough to take care 'of existing students. 
Onoii we get tliem in a program Ave will never drop them. We will see 
fh^nl through. .Vnd to tjike the same, plus a few more new ones — so to 
jthat extent we a^re constantly increasing or constant*ly~'inching,it iip. 



T( rr A L s'FT ; n k x t r/> a x s g r a nted * i ■ 



Seiintor Brookk, How numy ne\\. .studeht loaiTs did you grant last 
yenr '^ ' ' . . ■ ' , . 

Mr. Xa.son'' I doirt have the nuFnlbers. W(^-ean get yon the numbers. 
Senator Bn()(n<K. Would you supply that* f5r the rt^i^ovd ? 
, Mr. Spji,i>:r. We, will. We are ju3t one ins^i'tijtiok,.that was involved. 
[The information follows:] ^ h-^n^ 

* \ / " * y ■ 
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. 1 Boston 
V-^>" Five 



Howard C. tiapon. Sr. V P 

OlrMlor of MlrkoOno 

The Boston Five Cents Savings Bank^ 
Ten School Street 
Boston^K'Ussachusptts 02108 
Telephone' 61 7 742-6000 



October 21, 1975 



Gar Kagajpiowich 

Minority Staff MemWter • ' " 

SubcoTtimittee on Labor, He&lthy > 

Education and Welfare , . 

1108 Dirks en Senate Office Jiuilding 

Washington, p. C. 20510 ' ' - . 

Dear Mr. Kaganowich: 

a:*hank you for arranging to have Mr, Spiller appear^ 

befdre the Congressional Hearinfg conducted by Senator. 

Brooke here in Boston last H^ifiday. 

'* . ' 

We were asked to provide supplemental infopaation . . 
regarding the number 6f loans made in'each of.tHe past 
four y^ars. They were as follows: 

1971- 1972 ' 351 loans made, . o ^ 

1972- 1973 -477 " > ' ^' 

1973- 1974 ' 438 

" 1974-1975 584 " " ^ 

From the questions it was not oBvious that savings 
banks are fairly new to the personcfl loan business*' Most 
of the banks who are still trying to build personal„J.^n 
departments have a total personal lodtn portfolio of 1% 
to 2% of total assets. It is only in the last twb months 
that we have reached* the 1% mark. Our education Ipans, 
at $1.8 million, represents about 20% of our personal loan 
portfolio, y/hiclj is a reasonable percentage considering that the 
logins are written at a loss and entail considerable extra 
effort. " . ' - 

Very truly yours. 



Senior Vice president 
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LOANS OP- DEPOSITORS 




BRooKE^^^JeTtrcl you also supply for the record how rnaiiy 
graiiiea that were to students who either did not have 
ur bank or whose parents did not have deposits in your 



Senator 
Iqans you 
deposits i 
bank^ 

SpixlI'IR. This would have to be reseaj'ched because we don't 
mve that broken dowp. This is not on that khid of computer operation^, . 
to have it punch S button and have it print out. We would have to,go 
. hack and dig it out. Thei-c is treniemlous demand for stydent loans.- 
, There is nb question about it. The thing is, therens not enough money 
around. There are a lot of people who do not participate and they have 
their own very specifip. reasons that are obvious from the problems 
of default, from the problems of cost and from ,the problems of the 
interest rate. " 

Senator Bro&e^ If you sold your student paper to Sallie Mae 

Mr. Spiller. We can't. 

Senator Brooke. You are prohibited. from doing that? 
Mr. SpillEr. Yes. ' 

Senator Brooke. Why are you prohibited? ' 4 

Mr. Spiller. T would leave that up to the H.E.L.P, people. We are 

unable to sell, ' ^ . ■ ■ ' 

Senator Brooke, Because that would be a source of more money, of 

course. 

Mr^ Si*iLLER. We cannot sell. So that is beyond our control. 

LOANS GRANTED ONLY WITH COLLAl^RAL - 

Senator Brooke. I am not picking on you, Mr. .Spiller, because I 
know the record of the Boston Five, both in housing and student loans, 
but I am trying to get some indication as to how widespread the 
practice is of restricting loans to students who have money on deposit 
' or whose mrents have money on deposit. * 

Mr. SpiKLer. It runs into the problem, and it -has happened to us 
repeatedly, aji individual lives in a community nuiybe 30 miles from 
hero and they are going to go to school. Let's say that local bank doesn't 
have the capacity or the desire to handle^the student loans. They head 
for the larger banks or they find" out via the grapevine tliiit such an'd 
^ such bank over here is ofoinir to make the loans. It's like havino; a penny 
candy sale. Everybody flocks to the door of tho. one guy that is willing 
to do his shnit* and theiL some, and the (juestion is/ how far can that 
one guy go When other people ov^er lieVe are not? And that is the 
^'^^^^ some of lis find ourselves in, and therefore what steps do 
you take? And y^u have to take the steps of sett intz;. some dollar limtis 
and sayiiag \yho should get served first ?.^f an individual is a current 
7 /cnstome-r or (JepOsitor or a customer w^ho has borrowed from you in 
the past and thev nave Keen a suppoi-ter to that bank — T think there is , 
^ a degree of loyalty that should come iiiffig) play. 
- J^enator Brooio:, I can understand sewj^i'ing your customers and be^^ 
> ihgjoyal, but you know, banks can.'tJiJU#4tbotivAm remember' 
the iVd jiniufr but-eau that T was#^erv much iiiterested in. In that case* 
, some^f the banks wanted to say, WelU we can take the-money out of 
Vthis cofi;^mun'ity on deposits, but we'll give the mortgag(5 mon^y else- . 
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where.. W(X won't pnt ihut mortgage rnopcy back into that community 
from wliicli it cfime. 

Mr. SimLler. On student loans I don't tliink the banks -have had it 
both ways. I don't think they've liad it either way. I think they have 
l)een on Uie receiving end of the criticisms on it, and T say it clearly, 
and I think we liave been willing to participate, having been taking 
the brunt of, the criticism, and I think that is grossly unfair. 

. I'NPROFITABlI.rrY TO BANKS OF STUDENT LOAN PROOIiAM 

Senator Brooke. Well, I just don't want'to see tlie banks get out of 
the .student loan business. I understand the bank is in business to make 
a profit, and as you say it is not aprofitable business to'be ii); 

Mr. Si'njj':R. It is an unprofitable business operation bii^rwe are not 
about to get out of it. but we rvmi some help. ^ . 

Senator Brooke. And geTnerally, although you speak Nqnly for the 
Boston Five, you certaialy have an awareness of what the )§eling is ^t 
other banking institutions, and you do not see any ijxditiiXifion that the 
l)anks do want to' get out of the student loar^ busfness? 

Mr. Spiller. The major participant?^, I do iiot^ believe will get out 
at all, l)ecause they are aware of their responsibilities, and that is wliy 
they are wliere they are. 

Senator Brooke.' What percentage of your portfolio is student loans? 

Mr. Si>iLLER. Small, it is small. 

Senat^etrBROOKp:. Less tlian 5 percent? 

Mr. Spii>.ek. Yes. In the area of 1 to percent, which is really ijll 
it can be considering the fiwt tluit k is a specific loss ope4:ation^ 



Senator Brooke. What has bepri your practic^e in working witli the 
assistance corporation or tlie HEAy Xiigional oftic^? ' . 

Mr. Sptller. T don't liave specific knOAvledge. Do yOttrNoward? 
Mr. Naso.n. No; I don't. 

^^r. SpfM^KK. pur working relationship is witli HELP, almost 
exclusively. Although tlie interest may come from the Federal Govern- 
ment, (he relationsliii) of flie iruarantee is from HELP. So it is a 
littio bit different here in this State tlian in any oiher. 

HANK RELATIONSHIP WITH HELP \ 

Senator Brooke. Wliat has been your relationsliip witli HELP? 

Mr. Spiller. It has "been fijie. No problems. ^^o^d relationship. No 
probl<pms at nil. T said tliis earlier. The i^httionship that we liave had 
witli them lias been excellent. ^ - 

Senj\tor Brooke. .Under the law you are recjuired to. esrercise due 
diligence in securing repayment of thesu loans. / 

Mr. Spiller. I could recite a lot of banking laws in rela|tion tx> 
trustee, reliabilitv, responsibility. 

FEDERAL PRESST'RE O^T >REPAV1VW?XT OF LOANS 

Seiiiitor Brooke. TTow do'H^ou ^^o aboiit meeting this requirement 
"and do P>(leral officials pressure you, for e;!fample, to secure repay- 
ment, or are they lax about this? T would li&e to know what pressures 
you receive from Federal officials on this^^ 



Mr. St'iLLER. I fJiinlc wo have more pressures from ourselves than 
from outside; 

Senator Brooke. Do they contact you periodically on it ? 

Mr. SELLER, That I don't know, I think there is pi^obably good 
wmnninicatiou and discussion with HELP people on this, because in. 
this sense, really the paarantee is from HELP, and the Federal Gov-- 
eminent— T tliink they are more-of a baclcstop to them, direct to us. 

Senator Brooice. But they^Ti^ave a responsibility in this area, as well 
as HELP, and T j^ist wanted to know how diligent they are'in assum- 
in^r that responsibility. 

Mr, Sptller. I genuinely don't know. It-may be that there are .banks 
that do not have as good collection proc^edures, and if that is the case 
tlien that kind of pressure is needed, ^ow, whether it exists or not, I 
don't know, . , ^ 

Senator Brooke, T don't want to see the banks feel as the students 
felt — that the Federal Government has insured it so we just doi>'t 
make any real effort to collect this money, 

Mr. SpiliJer. Our own philosophy on loan collection, be it a mort- 
gage or be it one of these loans, from a collection point of vie^wM^we 
consider evei^ loan identical as to its type, Tn other words, on a mort- 
gage, for example, if it is a conventional loan or an FHA loan, our 
collection efforts are identical. 

Senator Brooke, And that w6uld also apply to student loans? v 

Mr, Spiller, It would specifically apply to this also, yes No ques- 
tion about that. We will pui^sue it just as \\ot and heavy ^ because that 
is our responsibility, 
-"-.genatoK-BRcfojyKr.^^^ you very much. 

We are pleased now to' welcome Ronald Friedman, a student, at 
Boston College. Mr, Friedman has applied foi- a student loan on four 
separate occasiong^^has yet to get one, and would you come foi-th and 
tell us what'ybur experience has been ? 

^ . HELP Graxt Loan 

STATEMENT OF RONALD FRIEDMAN, STXJDENT, BOSTON COLLEGE, 

DrFFIGTTLTT^ IN OBTATNINO LOANS 

Mr., FRTED>f aS\ T am a student, a sophomore, at Boston College, I 
came to the Bost on nren from New Vork Citv in 1973 arid 1974. I have 
-b^mJiiina. since March of 1974. Last year/ October 1974, T went to^ 
^mnrftnancinl aTfFofficer because of my need situation and I askeS if he 
had a>loan situation that I could take up to help me jret alou'g °in 
school. T hMvc a fumilv also in New York, with three chiMren and a 
wife. My educntionaj finances were barely taken care of and this prob- 
lem also houndefl ino and I have been trying to deal with it, 

r was informed that Ts was eli^rible for a help arrant loaij; but being 
"that T wasn't a resident of Boston. ^Nfass. T had to iro hjick \6 New York 
Citv and rret this loaii. I am still n resident ()f New York (ity now. 

In Octohei- 1973. T made application and since then J.Jiavd|nriWe three 
applications and I have been down thei-e foui' times^on foitfctlifferent 
occasions. T don't know what the situation at the bank was. The bank 
said the school lost my application, and my financial aid officer had 



filled out three applications for itie. I know that person is very accu- 
rate, and.vei7 careful in mailing it, had the dates and times on cards 
and keeps vei7 ^owcl information as far as when they send applicatitJns 
out to banks. *t 
< Three applications wore messed up by a l)ank in New York City. 
I was dealiuff with Fii-st XationalTity Bank because my mother had 
an account there. I went to two intei-views where personally I feel it 
was a very racist, very prejudiced attempt to sideline me and not to 
give the loan. I filled out an appliqation three times. I had my financial 
aid officer look at it each time and everything was in order. 
Senator Buooke. This is the same bank ? 

Mr. F'uiKDMAN. The same bank, right. So I went down to New York 
City and spent over $50. I had to take the airplane because I didn't 
have 5 hours to sit still on a train, and neither did I have- 4 or 
5 hotirs to spend on a bus. So I. had to spend $50 or $60 whioh I 
reallv couldn't spend to do this, and I spent it three tin)es, so it was 
about $180 that I spent traveling back and forth from Boston to New 
york trying to^nd out -what was going on, and today — not till this 
(lay — I ]iaveirt got a loan. I was told by the bank tha{ I was not 
eligible for the loan because I had moved out of the State of New^ 
York to go to school. I had informed them that my dependents were 
still [f\ New York and they depend on me for support and that my 
financial sitiuition — you know, they sent down to Ne'^v York to verify 
that I was in line for a loan. The 'bank never got back, in touch with 
me and just recently I applied for a loan in Boston, at the Charles- 
town Savings Bank. When I first came up here in 1978 and 1974, I 
opened up a two-way savings account at Charlestown, and I didn't 
know.that that was a prerequisite or that would be the policy for get- 
ting help grant loans, that you at least had>o have an account there for 
a yi^ar. I ran iiW over Boston to all the bariks including Boston Five, 
Sluiwnujt. all the different branches.* ! went to the Higher Education 
Department to get a list of banks that 'were involved, and I went to 
tiiem personallv and the ranges of excuses started out, well,^ first you 
are not a resident of Boston.. Mass,, s^^you can't g<3it a Joan. If^you 
are not a customer at this bank you can't get a Joan. If you haven't 
had a savings account or soni'e type.of money transactions with the 
hank, you couldn't get a loan. If you didnt have a. prior loan, then you 
couldn't get a loan. Tliese were the various policies. I was told that 
these were policies'of the bank. ' „ . 

RESTDITNCY REQTJTRISMENTS 

So I got an application from Charlestown in March of this year 
and it took me a while to fill it out because I had filled out two applica- 
tions and dealing with New York already, and I was very uptight 
because T needed money for my schooling and for other things, and it 
would affect my schooling very much. The Ghaflestown people told 
me in March that T would be able to get this money. They saw no 
Reason why this ifioney would not be forthcoming. A time of 2 months 
\1^ent down and during the month of July and August I called back 
Charlestown again and the person there t^ld me that they had changed 
iheir policy since March 1, and now that if I haven't hn^a loan with 
them theji I couldn't get a loan. So I was more or less4-if was like a 
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vicious circle I was hung up in. The banks were telling me I couldn't 
get a loan because^ I was not a customer and sorae banks were telling me 
I couldn't get a loan because I couldn't show proof of residency. 

My school information has been coming to me here for the last 2 
years. My income tax information has come there for the last 2 years; 
My library fines and all this other stuff ha^ come there for the last 2 
years. My telephone bill has come there for the last 2 years, so there was 
no reason why the bank couldn't see that t was a resident of 
Massachusetts. 

Senator Brook3&. What is your residence ? 

Mr. FnrEDMAN. My residence is in Mass^ichusetts. IJiave been living 
in Massachusetts for 2 years. - r ^ 

Senator Brooke. Your family is still in New York ? 

Mr. Friedman. Yes. . * 

Senator Brooke. And you did consider yourself at the time a resi- 
dent of New York City ? . ^ • . 

Mr. Friedman. Right. I wasn't here long enough to be a resident of 
Massachusetts. 

Senator Brooke. When did, you change that residency from New: 
York tb Boston? ' | 

Mr. FHXEDMA^fi I reially actually ha^Jen't changed it. 
Senator Brooke. Well, then you are still a resident of New 'York 

City. . ^ y ^ 

Mr. Friedman. Well, OK. Right. 

Senator Brooke. Doe^New York City have a residency requirement? 

Mr. Friedman. iSfot unless it is some 6 months or so. / 

Senator Bro6ke. Residency requirements vary from State to State, 
and I just want to know whether you know. ' , 

'Mr, Friedman. I know thetresidency for Boston, Mass. is that ^ou 
have been, here more than a year, and^that you either have — well, the 
bank told mei I'had to have a driver's license — \>\\t I don't have a car so 
I don't need a driver's license — a voter's registration card. 1 haven't 
registered to vote yet . " , 

Senator Brooke. This is in order to get a loan ? 

]\Ir. Friei>man. Yes; in order to get a loaji I needed these things. If 
I didn't^have these things I was lifie' a transient person and ,thfey 
couldn't depend on their money because tl^ey didit't know whether I 
would be here or not, ^ ; ' 

Senator Brooke. You still have not gotten the loat) ? 

Mr. Friedman. No, I haven't. I called up my financial aid officer 
at Boston and I had them investigate this for me because I was more 
or less in a — New York couldn't give it to me because I wasn't living 
in New York. Massachusetts couldn't give me the loan because I;wasn't 
^a resident of Massachusetts. I was like in limbo, really. I couldn't go 
anywhere to get any money, and I needed it. I called, my financial aid 
officer and they oalled down^to Charlestown Savings Bailk, and when 
I got down there yesterday morning I told the man that I was going 
to have this placMnvestigated because first of all he changed their 
policy on me wjtinn 2 months and I didn't^know aboutvit and now* 
with the ppjie/changed I wasn't eligible for a loan^at all. The man I 



w^a^ talking to-said, "Well, if you don't have ,an application we can't 
9»^.n give you one." Jiut I had an appliration and I have had it since 
i^Iarcn 1. So when I cAnie down and showed him my application he 
sMd he was sorry he mado. the statement <hat he mtuie and he then 
retracted just about every staterpent an.d every thim/ that happened. 
Now he told me that the appliciition \yas1)ein^ processed nnd that I 
" shou 1 d be rece i v hi^ som e i n, f o ri nation -p ret ty sooi i . 

> FLIGHT OP MINORITY STtlDENTS 

My whole question is, the changes that 1 had to go through to get 
this, see. Last year I needed money t^o go to school and I didn't^ even 
get that money last year — ^^from New York or from Boston. Thank 
goodness there are other grants and scholarships that Boston College 
has, I am in the blacky talent program that Boston College has, and 
I am the poordinator of the black talent program at'lBoston College, 
and T am f^lso aware of a majority of other students, minority stu 
dents — basically right now that is mv area of looking at things. Mi; 
nority students have' been applying tor these loans and-^haven-t been 
getting tKem. I think at is outright prejudice because after you go for 
your interview^— you have to go for an interview first before they 
give you anything, and if you haven't taken^ out a loan before you 
have to go for a personal interview. After the interview, there lire 
excuses like, well, if you don't have a driver's license, if you are not 
registered,to v6te in Massachusetts, and if.yo,(jjcan't prove tlmt you are 
a resident, tn^n you" can't get a loan. Thereaire'Miwny^-^^ now 
^walking aroum;^ Boston College campus who don't have books ijind 
don*t have a lot of- the stuff, the necessities, that th^y need, that4heir 
financial aid package cannot cover because they have been funded 
to the maximum of the need at Boston College. There are other outside 
scholarships that they cannot get, or loans tliat they can't get, that 
they are being denied. . . * ^ ' ' . 

Senat/)r Bkooke. Have you made«these complain^ts to yjour financial 
aid officer at Bioston College j 

Mr. Friedman. Yes; I have. Her name is Madelaine Miller, and 
she knows about theun. She is here today, . ' 
-^Sonator Brooke. Has she looked into this ? ^ 

Mr. FRIEDMAN. Yes; she has. She has looked into my last case, 
the last case I told ^oil about at Charlestown Savings Bank. I am 
quite sure that if it w^asn't for hpr attention and her interest in finding' 
out exactly about these policies — because this seems to be a thing 
that changes .every month. If she hadn't called, I don't think I would 
have been helped at all. , 

BEOO LO A NOff ALIFTCATIONS >^ 

Senator Brooke.- Have ^u^er applied for jBEOG? 

Mr. Friedman. Yes^;^ have, but there is a stipulation within that, 
that if you attended school in 1967 or before, that you are not eligible 
to apply and I went to the University of Buffalo in 1967 and 1968. 

Senator Brooke. J see. YotJ^iare ineligible for BEOG ? 



f 



66-130 O - 70 - 3 



33 



. " •> ' ■ 

.30 

M^^. Friedman. 'Yes. This is what makes ihis-other loan the least 
. path \)f resistance. ' , . )',■■ 

Senator Brooke. You said you tvere a sophornjore at Boston College ? 
■ h Mc. Friedman. Right. 

Senator Brooke. What are you studying? 

Mr. Friedman. Education and philosophy. I was asked by the 
bankT-"like the man who was just up here said — you know, whether 
,you are going to be around or not. He asked me what I planned to do 
.with nWl^dueation after I finished, and I told him that I. know there 
am-n lot hf schools around Boston and I planned to be in the field 
or education, to teach in the Boston area after I get out of school. I 
• knowthereare no jobs in New.York City. * 

financial status of new YORK CITY AN*» OTH#.R METROPOLITAN AREAS 

Senator Brooke. If there is a New York City. As a mrftter of fact, 
I am gqing back to Washington for a hearing tomorrow moi'ning on- 
the New York bail-out bill arid I have been told that it might not be 
necessary because at 3 o'clock today the city might'go down the drain. 
So ir^aybe youVhad better consider ch1&iriging your residency. 

Mr. FriedmA^T Maybe I had. ' ■ ^ 

Sena^tor Brooke. Boston seems all ri^ht. I. don't know, but Massa- 
^chusetts may notW far behind, being bailed out. 

Mr. Friedmana There is a very opprcsse4 attitude going around, 
I would say, especially in the mmorities' minds because: — I listened 
to the gentleman who is in the middle-income class and I understand 
that right now everyone is going through changes as far as money 
is cancerned, but I want to say that there have been people that have 
been going through changes a& far as njioney is concerned for a long 
lime and they havfc been crying out and their attention, their interest, 
has been placated to by the various programs, that were started by 
the'J Department of Health Education, and Welfare and other grants 
and loans — and right now the minorities, not just blac^ people alone, 
but minorities, they ale in jeopardy as far as funds are concerned, 
\ even more so than the average citizen of the United States, and I 
think if it is looked into as far as the policies of the bank^sJ)6cause 
I really have a personal feeling that banks have a^very selective way 
thati-hey giyi^ Qut the mQuey, and they make sure that the person, 
who gets the*mor\ey is a certain kind of peVson. T wouldn't have this 
opinion if I didn't go through the change in the New YorkOity bank 
system and a similar change in the Boston bank system. I think they 
are very aware of their customers and very aware of who gives them, 
the money tn order for them to become a bank and I am quite sure 
this should be looked into. 

Senator Brook k. Thank you very much, Mr. Friedman, Your testi- 
^ /mony is very helpful. - 

We now have a panel of university financial aid officers, who are 
among the most important officials at any university, particularly 
to the Student who needs help to finance his education. In a time of 
high tuition and tight mone}^^, their job becomes particularly difficult 
and vital. The subcommittee welcomes the witnesses. Will each of 
you please identify yourself prior to making your statement? 
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FiNAKCiAL I^iD Officers Panel 

STATEMENT 0;P THE PANEL >0F FINANCIAX AID OFFICERS: 
R. JERBOLD GIBSON, HARVARD UNIVERSITY 
SUSAN HOROWITZ, NORTH ESSEX COMMUNITY COLLEGE 
GERALl) COUTINHO, SOUTHEASTERN MASSACri^USETTS XCOTVER- 
SITY 

SAMUEL JONES, MIT ' ' , 

FRANK DELANEY, HOLy CROSS ^ 
GRANT CURTIS, TUFTSVU\^I VERSITY 

[■■.:-'- ■ ■ ■ 

prepAIrhid statement 

Mr. Gibson. Mr. Chairmaq^, my name is Jeriy Gibson, frpm Har- 
vard University. I arp clirect^V of the office of fiscal services.' I have 
a prepared^ statement which I ask be placed in the record. 

j[The statement follows :] 

GSL AND NDSL Loan Programs 

Mr. Chairman^ student loansr j\^re a vital resource in^^student financial aid, 
and we are grateful for your time .fcQday*to hear first-hand reports from financial 
aid arid loan officers. We are very much award that this le^rislation is now 
under careful review in the Congress. 

Others will report mi many aspects of the GSL and. NDSL ^^(fan Programs. 
Let me confine my remarks to throe topics; specific recommendations for Legis- 
lative ch)inge, a brief description of a present student loan problem^ in Massa- 
chusetts, and a word about the default question. , 

Legislative Programs 

. Student loan legislation has developed over a period of years, and ^ye are 
now on the threshold of a splendid student loan program. Existing loan pro- 
grams have been carefully reviewed in a report that is available to *the Sub- 
committee, and of which I attach a snmmury. It is the report by the (Jqn- 
sortium on Financing IJigher Education, entitled ^'Federal Student Assistance; 
A Review of Title IV of the Higher Education Act." 

' in thC» loan section of this report, the effort is to rfimplify and coordinate 
existing student loan programs so that they will be' easily understood by bor- 
rowers and Renders alike. The proposal ls to have compo^rnble terms of repay- 
ment for tjhe two existing student lo4n programs, and to set tx)tal debt limits 
that will Spply to the two programs taken t6j,^ether. It would make interest 
rates for the two programs tl\v mmd^ (7 percent) and deferment and cancella- 
tion eligibility alsp tlie same. As a student's , total debt increases, the report 
suggests greater flexibility in repayment terms than are provided under exist- 
ing schedules (olTer the possibility of a graduated repayment schedule, for 
example). It also recommends that the option be maintained for certain edu- 
cational Instltntloits to act as lenders. Finally, among other recomendations, 
it asks for an adjustment in the spe<'lal allowance mechanism for the GSL 
program, so that the amount can be l>egged to a predictable money markets- 
Indicator. 

Parental Loans 

One other pl-opo.sal which I would make, but which bj not in the report, 
Involves'tljo possibility of pa rental loans nnder the OSL Program. Many families 
nre willing to assume part of the student debt, but we have no reasonable 
alternative to offer at the moment except bank loans at a 10 or 12 percent inter- 
est rate. Why cnnld A^e not give families the option of baving either the student 
or the parent or both .sign the promissory miv for an educational loan? 
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Lack oi«' Bobuowino OppoaTtrNixiEs 

On rny second point, I believe that Massachusetts students' are. presently be- 
ing deprived of borrowing opportunities which Congress intended for them. 
The Guaranteed Student Loan legislation provides for a guarantee agency In 
each state. In Massadmsetts, that ^agency is the Massachusetts Higher Education 
Assistance CoriJoration, which administers the Higher Education Loan Plan 

(HELP). ' n 

A major component in student loans fs the obvious need for capital. Banks 
in this area have made substantial commitments* to student loans, but, there , 
is A clear limitation on the amount of their porttfoli^s they can be exjltected to 
devote to this modest-return lOng-term debt. In 1972, Congress enacted legisla- 
tion creating the ^tudent Loan Marketing Association (Sallle Mae), ^vith the 
e-^press intent of helping to provide a "becondary market for student loan notes, 
thereby giving banks a means of turning over their student, loan portfolios If 
they chose. . 

" This new in-ogram is working well in States such as Pennsylvania, Michigan, 
Wisconsin, and Ohio, inhere the State agency has extended the'^lnsurance guaran- 
tee to notes purchased by Sallie Mae. Their banks and. other lendeiJS do in fact ^ 
have a secondary market for student loan notes. In IVJassachusetts, however, the 
State agency has decided iwi to extend this insurance guarantee to notes held 
by Sallie Mae, with the result that banks in this State do not have a secondary 
market and lire unable to do- anything with their present student loan portfolios 
except hold them to maturity. It is- hardly surprising, th^r„efore, that many 
students in this State are encountering increasing difficulty in finding a lender 
willing to make a student loan. 

At a time when student financial aid resources are especially important ''be- 
cause of increasing costs both in the public and private sectors, istagnated 
loan program is an unfortunate circumstance indeed. Some responsible officials 
in the State or in the Congress need to review this whole situation carefully. 

Student LoAfN Defaults ; 

Finally, let me say just a word about the volatile topic of studeilt loan de- 
faults. Yon will, already know about theNproblems posed by the proprtetary 
schools. It is simply not po;3sible to deal effectively with all types of schools 
under tlie same set of regulations, as Congres.s mandated in 1972. However, let 
us act aside the special problems of proprietary schools. Critics of college istu- 
dent loan programs are never, quite ^ure where to aim their flre : afe students 
irresponsible, are banlcing collection . procedures lax, are college^ following 
proper administrative procedures, is proper direction coming from the Office 
of Education, is Congress drafting careful legislation? 

Students must he held accountable; that is ^lear.,Not only do lenders need 
gdiod collection procedures, but we need help in federal. legislation to amend the 
bankruptcy laws as they apply to student loans. 

f^enders need to he held accountable^ and this includes both banks rihd educa- 
tional Institutions. Some have suggestefl that eflucational Institutions no longer 
'»)e permitted to act as eligible lenders. It Ijt true that In ^he past many colleges 
have administered loan programs with more than a little indulgence. NDSL 
loans, with their canceflation provisions, were partly grants for mahy, and 
exact responsibifitie^^^were often blurred. In the past 3-4 years, however, colleges 
have undertaken much more serious loan collection efforts, and the records 
of many are at l^»ast ('ompa^able to the collection records of banks. In .our own 
case, the number of serious dMinquencies in the FISI; Program is under 5^ per- 
cent, and \ wotild argue that H percent 4s probably going to be a. residual default 
rate among nil student loans. Incldentaljy. most banks would be delighted with 
a 5 percent default rate on their installment loans. 
. The intent to, eliminate all educational institutions as lenders has the effeet 
of rv&ncing the availability of loan opportunities for students. Harvard will 
lend more than $0 million this year as an eligible lender, and I cff n't even 
imagine the combination of Imnk^ that would be willing to take over this lending 
assignment. Other large Institutions in the country ar^ substantial lenders, 
they are fully responsible for all loan administrativeSRTocedures. and neither do 
their students have alternate borrowing opportunities. N^nstead of eliminating 
educational Institutions as lenders, it makes mu/^h more s^&e to set strict lend- 
ing standards for all lenders— educational institutions and^banks alike — and 
continue the eligibility of any that meet the requirements. There {s no question 
that lenders, as well as students, need to be. held accountable. 



ERIC 



8 



■ 33 •■ y 

AcoountXiuuty by Offioe. op Education 

Lastly" the Oflace of Education needs to be held accountable. The truth of the 
matter is that 'effective coilection of student loans, and therefore the question 
of defaults, depends ui)on close coordination between the 'Federal government 
and thtj lenders. Unfortunately, there have been serious lapses. It iS not sur- 
prising that lenders under the NDSL Program were less than sure of their re- 
^lonsibilities when th6 Office of Education was unclear 'about program require- 
ments. It was almost ten yeairs after the iuaugUiratlon of the program that an 
Manual for lenders was produced. It was eight years after the initiation 
of the GSL Program that any government official began to speak seriously about 
the meaning of *'due diligence" under GSL, and the continuing uncertainty 
even now means that Ao note which carries the Federal guarantee Is* in fact 100 
percent insured because of the question whether the lender has exercised this 
nebulous due diligence. It was seven years before the GSL Manual was pro- 
duced, and the present one Is seriously out of date and another is due soon. 
Therefore, when Federal officials w,^x eloquent about IJie serious problems fqr 
colleges and students jwsed by defflTult records, I wish they would be a little 
more mindful of the extent of their own participation in the problem. ' ' 

I do not try to defend the loan repaymeji^t records of all college students, 
because«there have certainly bee^i abuses. But t^e roots of the problem go much 
deeper than just the observation that many students are irresponsible.' By and' 
large, students have done what we have pe'rmitted them to da: Where collec- 
tion procedures were la3p, repayment records are poor ; where they are good, re- 
pa^ent records are Satisfactory. 

A Ew^und student loan'program requires that Congress legislate in a way that 
is cleatv straightforward, and consistent (Thie piteous cry from' ND^L lenders 
is not, to change the cancellation provisions an^ mor^^we are trying to lid- 
mhilster a nightmare, which backers agree they wouldn't touch for a moment). 
Thle Office of Education must be careful,, clear, and exhaustive in describing 
loan procedures which they expect lenders to follow. And lenders must be pfe- 
parM to meet stringent operational requirements or else retire from the program. 

• . ' SlTMMAIlY . , .. 

To^som up my comments :^ tvfe can integrate existing loan programs and Sim- 
pi if requirements for bt>th borrowers and lenders. We should try to provide 
borrowing opportunities that are equitable for students in Massachusetts and 
elsewl]|i&re. And we should review all the elements, of th^ default problem so 
that we can achieve a constructive solution. . 

I repeat that I think we are on the threshold of a student loaft program in this* 
country of which we can all be proud. 
Thank you for your time and forbearance. . ' 

INCLUSION' OF PARENTS IX LOAX PROGRAM 

Senator Brc'jokk. Thank yoii, Mr. Gibson, for your statenientv It is 
ycM'v helpfni. I am particularly interested in your recominendation of 
incni(iinp^ parents as well as students in the loan progi:am. I don't 
know what statistical data yoi't haVe for this but I am sure that there 
are many parents who could take tlie whole or a part of that student 
loan and it would be very, very helpful. ^ 

We will move on to the next witness. ' 

Statemknt or Susan Horqwitz 

* ' PRKPARED STATEMENT , ' 

Ms; HoRoy^iTz. My nanic is Susan Horowitz, am the director of 
financial aicf at Northern Ess^x ConUnunity College In Haverhill, 
Mass. Thank you for the opportunity to address you today. I have a 
prepared statement also. " f 

[The statement follows^! 
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^ My nnme is Susan Horowitz, niuf I'm tlie Diirector di Kinnncial Aid at Xortliorn 
ICssex (\)mnninity College. The gravest coiieern of tlie institution whieli I repre- 
nent is that the dewire for .the Onaranteed Htud/nt Loan pro^^rani to replace 
the National Direet Student Loa^ri program t^-ill/Deronie a renlitv. Thi*B netl(5?i 
would be very detrimental to the rominnnity eol/ei,'e students wlunn we. serve. 

Thu( ilia ran teed Student Loan was established Jis a pro/fram wldcli would help 
middle riass families to borrow aKainst their ixiXwvi' earnin/^s and their non-li(juid 
assets. In addition, the proj^rnm a.ssnmes a relationsiiip !)etween a family and a 
bank. TMie National Direet Student Loan Pro/fram was designed to li'elp low 
incf)me students wliose families liave neither assets nor as.sured future earnings; 
these families liave- probably not establlslied themselves as bank customers. 
Loans have always been diflieult to obtliin in the Merrimack Valley; It'seems 
likely Mmt banks wli[ch have always bl'*en reluctarjt to pjntlclpirre^vvonld not be 
willing to replace ouV program and lend well ovt»i- $2flO,(KK) to tlu^ kind'?)f students 
• \Vho are recetvluK National Direct Student. Loans at N()rthern lOssex. 

IJecause bankH can Impose their own eli^rlbllity requirements, mnhy banks have 
stiringent regulations govern Inj? who may borrow. It is^very common* for lianks U> 
lend only to customers; many will not lend to freshmen. Many banks decide ^vhat 
. kind o.f education Is valuabh* and make loans oi+^that basis. While it woidd be 
unrenli.stic to expect nmny two-year collvge Kraduafes to repay $5,0()0 for an 
A.'isoclate'jf* IJcKree, it is not unrealistic to expect n student to repay reasonable 
amountj^f indebtedness Hini^e the -student is the major benefactor of his 
. - educatichi. . , / . * • ' * 

/ Becnu.se our .students decide^ to enroll in colle/^e late by tradlticmal standards. "* 

/ - ' we must support aid programs witfi flexible deadlines and the possibility of quick 
|?)rocessing. Since bnnks nllobnte limited resources to these programs, many hanks 
have exhausted their funds by tlie tiiue oiir students apply. We can also process a 
National Direct Student- Loan much quicker than the l)nnk.s can. Tlie. scliool and 
tlwj;4>nnk take about the sanu* amount of time to issue the actmil payments to 
.sttacfcnts : however, the student can^f)e notified by tlie school that the loan has been 
^ approved very quickly. In addition because we are familiar with the enrollment 
« patterns of our students, oui* money doesn't runout as fnrly. ^ 

When banks are willing to/innke loans, they tei^/l to/tr>' to nuike maTcImum loans 
of between .$l,()06-.$1.500.'Our^average National DIpM Student Loan is $.^50.00: 
fe\v Ioan.s exceed $600. OO. The amounts we loan under the Nntion^^r Direct Student 
!.,oan pn/gnun seem to be more realistic for bur students thau the larger loarts 
banks give. " ^ 

StI'DK.NT PllF.FERKiNCK 'i'OR CrSL 

It is interesting that the students with KV'hom I come Into contact are not 
reluctant to borrow mon^y irf* order to paV for theii* ediicntlon. Many students ^ 
indtcafe that tliey want a 1<mn application rather than asking for a financial 

' aid application. Many s| udents>vlsh to h(M*row Ikhmiusc the.^' assess their academic 
situation and conclude^ that they^^shoidd not work at all or tliat they«.can only 
handle part-time Job.*Tliere are shrne students who request loans because they 
want to feel that they have pa id, for s('Kool thems(»lves: 

Mec^ause of the varied needs of stiuientK<^ It seems reasonable to offer as many 
opfions as possible to the population seekincc (is^^sfnnt'c** If cither the Ouarant'eed 
StudiMit Loan Program or the National Direct Student Loan Program coidd be 
all things to all people, it would make sens<i to eliminate one of the programs. 
Since the two programs do not duplicate their services nor serve the same popula- 
tion, we must continue to supi)ort the two separate federally supported loan 

• • programs. , ■ 

' , \JCi\^ I^ROCT^SINO RECORD IK HAVERHILL BANKS 

Ms. Horowitz. For the record, T have been at Nortliern Essex now— 
this is the be^nninc: of my seventh year— have processed three 
:^ ^ruaranteed student k)ans thVou«rh the HELP pro^rain hi ITaverhill 

banks, and two of those loans were processed for bank employee's 
dependents. 

Senator Brooke. Three in 7 years ? 




- j/s.,HoRomTz. Linvn^nco and Newbury port are not*^as bad. Lowell* 
' is almost aft bad as HavCThilK and* University of Lowell suffers more 
grrawly for the lack of pailieipation in Ijowell than we do in Northeytit 
.Essex bpcause more of our students c-<Smfi from th^ northern part of .the 
county. ' ' r \ V , ? 

Senator Brookk. That would be out of how^ many applications? " 

^ HfJLr bOAN PROGRAM ' 

- ■ « - . . ^ - ^ . , . . ^ 
Ms. HoRoViTZ.'iii tlie help Ipan^program the-number of applications 
is a voiy difficult thing to measure. If the bank is unwilling to deal with 
a*8tu(iont, they will not give the student^an application. So at that point 
they can say that they have honored'all the applications which they, 
have accepted. 'This has been^a yery difficult,]^roblem for us in gather- 
ing- the kinds c>f J^tatistics Ave need.to give to you tO show you what is 
happening, so tlnit «+Wve can nay is, for example, that I have processed 
three loans, from Haverhill banks. The number of students wlio have 
giv'en up ^ind never come in to see me becailse they were turned down , 
by Haverliill banks or tKat I have been able to help with the well over 
$200,000 thirt we have in natiohal direct stYident loans, just do not be- 
rome^part of tjliah^t^tistic. . ' '.-^ ' . ' ^ " 

Senator Br^okf^^ow many lentlihg*. institutions are tjhere? - ^ : 
Ms. HoiRowiTz. wKhave four good^si^ied banks and tw^o 'or three 
smaller banks. \ \. * * 

Senafor Brooke. Do ydtt^noythere is'tuiy correlation between loaijs 
a^d student placements — ^vpim^ace.ments?^^ you looked into thjlt 

' atalltv" * ^ \ ' ' " 

>rs. HoROAViT/,. We ha'\^e spme caVt^etwogrjtm^ ^ali be 

/guaranteed very good jobs after 2 yearsTatBcl are^r^ab]e;a'nd».wil]jn^ 
' tp pay baJ^k , loans if they have' a, yiegi^^vin ^tecaig^ntinVt^or, busine.ss 
miniagement. ^ ♦ . ' ■ \ ' 

Senatgr BRo6KB.'Are the bunlcing institutijon's^aware^c^f this,pr h^ve 
^ you made them.aw;|\rc of this? ^ - V 

Afs! HoHowrr/.A, They - are not rejil IV. accepting the tissodates de- 
gfeo as a* prestigious degree^ which is going to giVe a student an 
opportunitYvtogooiitand eanfaliving. ^ 

Senator BRooKK^'WHiat is yOur«rate of deff^ult?. ' / ' " ^ 
. ^rs.JToRO^^Tz. In "the n^itional direct'studohtloan program we»do not 
Ivfive defaults. '\Ye have a delinquency rate and ours at N'orthen> Essex?' 
, is about 15 percent. ,^ ^ ' , • ; " " . 
' SeriTitor Broo^ck. Thanfc ygu... ^ ^ 
And the '¥i<?xb witness, please. / ^ ^ 

> : . , PRKPiU^KD S^ATEMKNt OF GbRKT.D CotJTtNHO«,» ^ ^ 

Mr. OotJTfNirp. Mr. Chairman, I am Gerald Caufinho, director of' 
student financial airl in Southe'astern Massachu.^eits/lJmVersity in 
' ?forth D^irtmotith. Atass. ' > ' - ' . - ' ,< - 

I , have afprepared st^t^n^nfe which I ^ho^ye^* like to liay^, appear 
,jn the, record. ' " « ^ ^ .; • 

[The statement follows;]. - . o . , - 
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Chairman and Members ot the Committee: . 

I am Gerald Coutlnho, Director of Student nnanciel Aid at Southeastern 
Massachusetts University in North "Dartmou.t'ti, MassaQhuaetts. I will first 
inake'i specif ic comments about the National Dirept Student Loan' (NDSL) Program 
and tlte Guaranteed Insured Loan*^ Program (GILP), followed by comments and 
suggestions regarding the collection efforts which miji^^t pertain to either jf ' 
educatlooal loan program. - ' 

, ' ' ^ ■ ^ " 

I believe that the NDSL Program has been and continues to be a very important 
aspect of the institutionally administered financial aid programs for. needy 

' - V ^ ■ , ' 

post~secon4.a]^y "^studdhts/. Tljis Prog^ram, alrfng v^lth ltd predecessor (National 
^Deienae Student Loa/^^Xi has been 'generally well-admlnisterc^d and by itself 
has facilitated the attainment of ed\^cational objectivps^^. by niany -students^ \^ ^ 

Ipng bqiore thq Introduction of other 1aeed-ba^ed federal student aid programs. 



There are some, proS'lems of collection with thia\PrOgratii, but I believe that 

more vigorous enforcement of collection efforts bV the Federal government and 

•by th^ educational InstitVitions , combined with certain suggestions relative to ^ 

«->,■■•' i. ^ ■ . * * ' 
educartonal loan collection which,! will make later,wWOuld substantially reduce ^ 

»^ 6he prohlqas^of dlliiiqCiency . ^s 'the coaf of education continues to escalate . 

without a;corres"^ondlng escalation in ,,tKe ability of students and their families p . 

Cd tpay lor ♦post-secoiKlary educ^tion/l thinlcJthat It Is important for the. Federal 

^go\y2rnment to continue its effort^ in the ITOSL Program^. 

* » V * ■ , » 

I p^ircortai^y not beiicvp that it, is' any :UJnGefr itaportatit or desirable to 

continue auy cancellation oE repayment' jtrovisiona in the national 'Direct 

$tudant Loan Prcgrara sidiilar to tho'se which have existed since its inception. 

The important ob j ective, of: th^s Program is to proviie assistance to needy 

students at, the 'time that it is needexl, .that is, during i;he period of 

^—-.fi^ tendance. By changii^g the IqaH effectively into a grant through canCellatton\ 

during the repayment period, we are, in ef Eect,; pro'vidin-^, a direct grant to the * 

^ ^' 
' individual after his period o£ educational attendance for which he received 
■ ' ' 1. 

the assistance Is corapleted. 'The cancellation provisions, I believe, have al5o 
& , . ' » ' ' 

added gvbstanf lally to the collection problems in various way^s.^ Due to the 
coisplexities of cancellation and deferment of rep^yrr.ent provisions^ in ithe 
fIDSL Program to date, many; students . become confused, despite informational " 



exit "interviews cQnducted by the insciCuCions upon graduation or witttdraiwl. 
. A* 

.Borrowers often tend Co, ignore the submission of the necessary documentation 
for cancellation or deferment even though entitled to it. "they are then 
technically delir^queTat, thus somewhat inflating^th^ true delinquency rate. 
We occitpionally find that sCudarttfi will buil^^p several years of cancellatjtion 
and/or deferment status before subciitting any docunentation. o At, the completion 
o£ a cancellation and/oA deffermenfc period, many ijjidividualg ,are relucta^ to 
begin rep'kjrment, apparently bpcaus6 they have' been allowed not to do so fo^, 

•so ic^ng^ * .4 <■ ^ " • \ 

I be*Lieve that\ there are oany i?ays to improve the collectioil^ activiTiy of the 

CILP Program, some of which are uniqu^ to this Prograni, and others, which 1^ 

\ shall mention shortly, will pertain -to any educational loan program with ^ , 

\edcral involvement.. The application process is complex and coiSflising x.o ^.^-^^ 

many students and negatively effects their attitude toward the Program, which 

I feel extends into a f fee ting • the repayment process. Much of this could be 
- *• 

flvoicied with a central staff (probably the Office of Erf?ication) coordinating, 

simplifying, and standardizing the. CILP applications , procedures, and reporting 
activity, facilitating better-commuaication between the lenders and the 
educational institutions would help, A.t pi^es^t tfiere is no, standard, simple 
method for schools to be notified that a student has in fact received a 
certain amount of. CILP or, in turn, to notify the lender or, guarantor of 
termination of student status. For several years, we have urged the adoption 
of a multi-copy postcard which could simply and inexpensively c^irry pjut at 
'least both of these objectives, which could significantly affect repa3rment 
by early notification of both situations. ^ ^ 

I feel that each agency colle6ting guaranty fees under this Program should 
be required to openly publish annually the fee collections, investment income, 
and payments made for that year and cumulatively, and possibly its overhead 
costs. This would certainly keep many of us informed in a more timely way 

-/ 

as to th^ actual stai:-us and trends in this Program. Consideration could be 
given to utilising a portion of substantial guaranty funds to finance a f irst- 
■ rate collection effort instead of taxing others to pay another's debt outright." 
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WJyit happens tof the diluent collection process after a borrower ' 6 ^obligation 
"^as been pai4 frora the guaranty fund? 



•Hie- massive default problem created by etiidents accepted by proprietary schools 

0 \ . 

must be dealt with, b/it I do not have sufficient knowledge sr background to 

deal with this problein. 

vt 

The following final points are those which I tjiink are essential to the ^ 

■ collrctlon effort f^r past apd future loans under ''any Federally-related 

cduci2tiohal utudcnt loan prozraa. The relatively new Federal privacy laws " 

and rcsuiaSioPs wLLl virtually tic the bands of an effective collection 

.'•,''t IviLy, Vts are not allowed to ask^ for 3o^ i'-ihSecurity numbers \S^ithout 

!,pi>clflc Irniylittvc. stnmtes authorising sac:e,\whlch to ay knowledge do .not ^ 

"oxisc for purpnstv. of adtr.inis tration and tollect|on (^ffort^ of these PrQgrama. 

The Socia'l Security number in at times the primary^'^ata which istinguishea 

.the recor4iJ of persons of the satr.e name, particularly over Ji, j^eriod of* time 

as addresses become oli'tdated.^ There 4feve been . suggest i^s that loan^collection 

'for Federal programs be tied in with the collection of incoqe taxes, which in 

ray opinion hap merit as an alternative at the borrowers n^tioif. The ^ack of 

f a. Social Security nujrber on record could confus'e and hamper the impfleraentation 

t 

of such 4" Pl^" if were to become a^ reality . It is also rfow illegal to use 

Registrar, Alumni, or siir.ilar>^cords in the collection or tracing effort v;ith- 

oiit-a specific written release from the s^iudent borrower. References ffrovidcd 

'by the student loan applicant can no longer be effectively utilized legally 

when a tracing effort becomes necessary. 

* ) • *» . 

The de^ll*iquency or default on these educational loans does not af^ct one's 

/•■■,' ■ f 

trcdit rating In the vast majority of instances. Borrowers generally know 

this, tijus other more prrssing obligations are attended to first. One's 

credit n^tl/g* Is generally considered to be of importance to Americans 

seeking oredit,. I would therefore urge that lenders, gu&rantorrs, or appropriate 

governmental agencies, as the case^ay be, be specifically authorized and 

encouraged, if not actually required, to report the instanced of delinquents 

*'and defaults to any of various national and/or regional credit-re'porting 
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^agencies. Unless t\ie coinnerclal providers of credit collects^^iy took the 
>hLewpolnt that the non-payment of educational loans lndlcated^oo>d^ sen^e of 
cteXit, and thus Ignored It^ I believe that this 'single action we^ul'd result 
in a substantial decrease Iri, dellnquencleei and defaults. V/e must remember 
thot very f,ew of these borroviers are what might ^e t?ermed "deadbeats"} most 
are slaply forthright Indj-vlduala who find It easier and Acre c*&nvenlent to 
Ignore this obligation when to do so Is relatively non-consequential. 
Due t<3 the \fery nature of these loan P^'-ograras and- the reasons for their 
existence, they should be exempted from th« bankruptcy statutes, at least 
for a reasonable pejrlod of time well Into the Individual's repaymebt perlifd, 
Most student borrowers are technically bankrupt. I.e., with liabilities 
exceeding assets, at the Immediate termination of their educational attendance. 
That is, in fact, closely related r.o the Very reason that a need-based loan 

^wduld have been awarded in the first place — ;;-to allow the student to pay \ 
later for the education he cannot finance now. If possible, only the 'payments 
due and payable at the time of bankruptcy proceedings should be considered in 
the bankruptcy action. This would then also resolve the situation just mentioned. 



Kore specific study must be given to the instance^Tff borrowers who continue- 
to enroll at leaat half-time for periods of many years, thua effectively 
deferring repa^ent almost Indef Initel^/and . increasing the potential of non- 
payment. The resultant guidelines regarding the"^ awarding collection 
policies in such situations should be clearly comrcunicated to educational and 
lending institutions. These instances appear to me to be on the inctease 
I senBC cT good deal of cohfusion over proper procedures in these cases- 



In sumirary, I believe that if these vital educational loan programs i. .1 or 
are el Itnlnatec! , it will result from our collective liberalness and somewhat 
casual attitude in the lending and collec64;On of these funds. If we are 
serious about correcting the delinquency and default problems and their 
resulting detrimental effects on the future, of these programs, we must take 
a more, cotnmon sense, businesslike attitude and approach, while continuing to 
be sensitive to rieal human needs and situations, I thank you for this 
opportunity tc express my comments regarding these Issues, 
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' ' ' COMIUNINO I'AVMKNTR OP IVtUI/rThOANR *' 

Mr. Courmiio. I might also add tlmt another serioiis problem is the 
matt(»r of combinin<r payment under more than one loan progi am. We 
have st II dents who receive IcJans under at least two loan pi-ograms, 
.<NI)SL or nui-sing student loans, and the guaranteed insured loan, ^nd 
those students face the donhk payment for the same period of time 
upon graduation. There is no convenient mechanism at this point to 
try to combine either the rej)tlvment location or the loans themselves 
/into alongei: repayment period, which could certaijdy be looked upon. 
This is parlicularlv in effect svherc banks limit the size of the loan. 
For example, one l^ank locally has this yeai* limited the size of the 
loans to $750. If the student in fact needs more, the student will then 
go to Anothei- bank and get the remainder of the eligibility, and now 
lias two loans to pay back separately upon graduation, and it 6nly Con?, 
fuses and deti'imentally affects the i'epayntei:it, and a possibility of 
default, ' 

, BANK LOAN KKGOUn TX SOrTTIIEASTKKX MASSrVCJlt'Si^pTf' " 

Senator Brooke. Thank you very much, ?llr. Continlib. liiive you had 
any difficulty with students getting banking institutions to give them 
loans in your commiinity? , • > * ^ 

Mr. CotrriNTro. I would hav^e tl5 say that qualified by the. kinds of 
excuses you have heard today, such as "Do you have deposits here," 
"Does your family have a deposit here," tJiat type of thing,-yin oun 
par|fcuhir geographic location in southeastern Massachusetts, the local 
lending institution^i, 1 fe^l, arc veiy^good in this program and I have 
said this to them and to my colleagues in financial aid on many oc- 
casions. T aiihnot fully satisfied with the availability of these funds, but 
, I think that our local lenders in our ai'ea are extremely ^ood. However, 
they are renching their limit, too. As T said earlier, one locnl hank has 
pot a limit of $750 .(m every loan this year no matter Adhere the students 
art* attending school. Another bank has insisted that there be no new 
loan recipients. Th^y just simply hit their portfolii^ limit for the?;e 
types of loans. So wo -just have to work as well as we cnn, and if I 
really get into a bind, whicli I have done in perhaps foUi- or five in^ 
stances ov(m:. the past couple of years, I Avork with the Massachusetts 
IligluM- Kdnrntion Assistance Cor])., suid T musi say that in Jhose few' 
instances fiioy have been able to generally find some source of loan, 
if n(*t at the actuaV hank that'the student applied at originally, then 
an altei'iiate hank. 

LAf'K or nK'^CnmiNATIOX PltAfTICKR j! 

Senator Bhookk. Have yon had any difficulty at all with complaints 
about sex or racial discrimitiation ? 

Afr. (^orTTxiio. Tlonestly, T have not. 

Senat^u- Brookk. You have a large Portugese community. 

Afr. CnrriNiif). Yes. We also have a considerable black population, 
and Jlinve not seen any discrimination of any kind that I have seen any 
effect on. Whatever stildent goes down to the bank for a loan in our 
nVea is treated, as far ns 1 can see, equal to,any othei* student. I might 
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add tlmt. our narticulai' iiiHtitutioii is il Stale i>id)lio institution, thero- 
foro ndativclv low cost witl) tlio majority of Htudents and there- 
fore I would not have the volunie of loan' activity that niipht hQ;^:^ 
partieularfy for the connnunity students who would deal witj^idso 
local hanks — that i)erl\ai)^ a larger, higher cost, |)rivata>rtmitntion 
would have. In 1074-'A''>^ ^vu pi'oeessed 50^ loan ai)i)lh;wfiona at our 
institutiou of a|)])ro\inuUelv''5,0()() students. ^ ' . 

Sejnitor Hhookk, Misii Horowitz mentioned, if not curricuhnn dis- 
criiiiiiiHion,. ru! ri('uluni\ i)ref('reii('o. Do you run into luiy of those 
prohlenisc • \ ' 

Mr, CorriNiirv. I have \n)\ run into that problem at all. 

'Senator Huookk. Tliank you very much. • - 

Next, please. ^ 
Statk.mknt oT^J*. Sami'i-:!. Joxks 

Mr. .loNKs, My name is J. Sa^uuel Jones, 1 am associate director of 
student financial aid at the Mrussachusetts Institute of Technology. I 
am also tlie chairman of the cQmmittee on the ^Massachusetts HELP 
program of the Massachusetts Association of Student Financial Aid 
Administrators, MASFAA, and we have been involved in some studies 
in that area in the i)ast few weeks. , 

I have a pref)ared stateiuent, but this has been a very active morn- 
i,tig., somewhat volatile. andVnany of us have Imd reactions aiUl thoughts 
and new information even, that perluipa we didn't haye when we 
c^ame in. - ' 

MIT src'CKSS wrru i.oax ntooHAMS 

Briefly. would like to be a little bit historical here and then deal 
w>ith the local aspects in the sense of how MIT exi)eriences these pro- 
grams, and then look at the larger issues that T think we are seeing 
luM-e, MIT has been in the student loan business since UKH and we find 
there are two dimensions of this: a very large [)rogram for its time 
aiyl also verv large loans to the individual student, AVe would cover 
tuition then,' and a loan to cover a $:5.70() tuition woul(l not be at all 
unusual. The aggregate indebtedn(^ss almost standard for a financial 
aid student— which is about half of our student body — would amount 
1o $4.(K)() to $r),()()0 on up to $H,(M)() if you tie in the guai'anteed loan 
that tlw^ student cai^ get outside. rL 

The volume we are doing — wc'are talking about MlT — and I aui 
talking about only 2.500 students, graduate and undergraduate— tlw» 
vohunc I think is fairly impressive. Just from MIT generated loans— 
we are an.-institutiona'l lendei' mulei- |he guaranteed loan i)rogram-;- 
and we also, of course, have ovei' lV2-i^idli<>«^-5^-y^''i»' direct 
student loans, and then jve still have our own institutional funds. The 
n)lume of just MIT-generated loans is about million, and if you 
ad(t into that the outside loans that students get foi' themselves under 
the guaranteed loans, pist that we know about, we ai'e up vei'y close 
to $4 million a year now, and rising. ^ 

About $000,000 is borrowed by our students, to our knowledge, out- 
side of MIT. and as you might be 'aware, we ar.e a national instittition 
deriving our students not only from practically all of the United 
St'ates, but a verv large foreign' contingency as well. 1 might add there 
briefly that we lend about $500,000 a year to for(\ign students and I 



asslin* you that the un('x»rtainties involved tlicre are somewhat in excess 
of tht> unc^^.rtaintlos we have been talking about here tliis morning. 

Senator Brooke. That is under the. MIT fundhig,' is it? 

Mr- J0NK8. Those are MIT funds, of <:ourse. Only a permanent resi'-^ 
doRt^ia eligible to borrow the Federal funds. 

AID ™)01L\M AT Mrr 

The loans at MTT are an extraordinarily important part of our aid 
program. For example, our institutional loans bave been able , to take 
the place of ;the loss of fellovyships coming in to our graduJtte scihool. 
*We n6ar much of default and less of delinqwency. Mostly we are talk- 
ing about problein p^cr. But 70 percent of our students go on to grijd-. 
uate school. At ajjy^irjie, probably 10 to 15 percent are out of school 
temporarily. Sorlie go intQ military sorvice; some «are on letf^e to for- 
eign univejpfsfti^'s. We arc a volatile campus. MIT tries to catch them 

they f^o and come, but it is about hk^, trying to capture and band 
jet-propelled bees. In short, any statistics about "delinquency and de- 
fault which were extracted from such a lively population would be 
.suspect. True, our Hgures are higher'than they were 20 years ago, per- 
haps 5 to-7 percent, but then we talked qf losses of only one-tenth of 
1 perceiit. We an* lending t^ ipany more students and keeping better 
records. We know we are right in the vortex of the action generated 
by a heightened awareness of the necessity for equal oppor:tunity. 

It. is obvious that loaiis; while a large scale operation at MIT, abso- 
lutely critical to our students, to the school, are one thing with an elite 
population, and another matter with other populations. The hist^iy 
of the guaranteed loan shows that this fundamental truth has not been 
at all times and places clearly understood. 

GUARANTEED LOAN 

As is well known, Massac h use ttts is the birthplace of the guaranteed 
loan. Here was the first marriage of the bi^nk lending without collateral 
to an independent private nonprofit guarantee fund, originally sub- 
scribed to by voluntary contributors, then maintained and vastly aug- 
mented l)y fees charged to sturlent borrowers. New York, New Jersey, 
Georgia, Petmsylvania, and other States followed, but as agencies of 
the State. ^ 

The Federal insured loan program was mounted with features obvi- 
ously designed to appeal, especially to the middle-income parent. We 
thought! of it at the time as almost as a kind of parents' loan. The 
recipe contained not only the necessary guarantee of repayment, but 
also a Federal subsidy making for a zero interest rate while the bor- 
rower is a student or in deferred status. Moreover, wi^h^a 10-year 
repayment period, these loans? were obviously unusually attractive to 
the middle class. For example, one could literally borrow one's own 
savings, pay no interest; in^ead, collect interest at the going rate, and 
at the end oi|?the grace period he could pay off the loan or le|p.one's son 
or daught(*r begin the repayment at'the 10 percent of principal per 
year. One has heard of tmght students investing their loans at a profit, 
Thus, cash flow and h'M paying the only Service implicit m the 

guaranteed loan. /( ' 
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Such a (rood loan had, howovo.r, these three tilings going for it: 
"zej'o interest for now, the all-important present; deferred, then slow 
r-epayjifient; pul availability, wliich made it attractive to students from 
l^Jow the rfcixldle-income segment of the population. Tht^re is no ques« 
Mon that this development, in spite of the moderating, inhibiting role 

/ of the banking community as principal lenders, set m train the twin 
effects of nuiss, including poverty-level borrowing, and the advent of 
the proprietary school with its pattern .^pf signing up students with, 
simultaneous guaranteed loans to cover tuition. Open admission at 
instifutions like gigantic CUNY led to further expansion, if not exploi- 
tation. To some degree, the problems of GILP are the problems of 

' urban youth. 

In sum, what started out as a middle-income parents' loan, became 
a poor man's loan,^thefi a loan for profit-Oriented institutions, and thus 
what was born of sympathy for the few developed into a much needed 
loan for the many, who in some instances have exploited or been dx-. 
ploited by others usin^ the guaranteed loan with scant concern for 
tomorj'ow. Education has doubtless been vastly enhanced, but not 
always, 

" I submit', however, that (^ongress should not only be clear that guar- 
. anteed loans are crucial to the poor, and understand that one reason is 
that NDSL was not expanded ade,quat-^ly .to meet the demand fosterejj'' 
by the educational revolution af the lafe'l950's and ld60's,ybut it ought 
also to take some pride in the program. It certainly should think long 
and l|ard before it dismembers a program wliich is patently doing so 
much that it is not onlygood but nfecu'ssary, that may be seen as costly 
in the context of bankers and their usual customers, but which has 
social vitrues out of all proportion to its cost, which is probably less 
thto one B-1 bomber a year. 

It is the most flexible program we and the students and their parents' 
have. It provides relief over an enormous^econoniic range of the popu- 
lation, but only proportionate to the range in educational costs — from 
a riTNY, say, to a Harvard or an MIT, now topping $7,000 a year in 
total cost per student. " 

iYecan trim, tune, and tie un loose ends. We could do with less paper- 
work, more policing: J^nd auditing of certain areas of education, and 
here and there, as in Massachusetts, some restructuring of the whole 
' svstem is needed. Rut unless Congress has found a broad sentiment in^ 
the country of which T am unaware, it will save and strengthen this 
proirrf^m rather than emasculate it. 

Senator Brooke. Thank you. Mr. Jones. Your recommendations are" 
well received. They come from long and impressive experience in4he 
field. We are very'^grateful to you. ' 

'rKCHANNKLINO of r.OANS IXTO OTTTER AREAS 

It has come to our attention, as you indicated, that some bright stu- 
dents have used student loans and invested them at a profit. What can 
you tell us about this? 

Mr. Jones. T have lieard of it. T have mentioned it in my testimony. 
We have heard of students, especially students engaged in business- 
type programs and educational programs, where the^ learn about the 
stock market and so fortb? real estate, et cetera. I have no doubt that 
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as a middle-class aspt^ct of this loan, the loan is taken out obviously 
for cash flows reasons, for example, and that in a variety of ways the 
loans are there to be exploited, in a sense. I don't know much that we 
can do about that. I suspect that these people are not your problem as 
far as repayment is concerned, though. 

Senator Bjiooke. Well, unless they m^ke a poor investment. 

Mr. Jones. That may be pi^it of their education. 

Senator Bhooke. But it is not the purpose for which the loans are 
made available. 

CrX>SER MONITORING OF LOANS NECESSARY 

Mr. Jones. Yes; I know. We try to monitor it, but those problems^ 
I think, would be minimized with closer diaJog, better dialog, closer 
integration amopg the separate parties to this. There should be more 
interaction;, nM3rre communications between us and the banking com- 
munity, as long as the banks are exclusively or almost Exclusively the 
source of capital. Certainly wo could stand, as I think someone so 
ably pointed out, better integration with the Office of Education who 
havenotbeea able to generate the kind of manuals that we should have. ^ 
I am sure that you are able to find out tjie reasons for that better than 
We are. I have the greatest respect for Mr. Cole, who is the Associate 
Commissioner in rharge of thi,s program. I think he could dp a lot if 
ho hud the freedom to do it. But much needs, to be done. We are the 
people who can keep track of students insomuch as this volatile com- 
munity can be kept track of, and in this country, of course, we know 
that freedom of movement is one of the basic rights. The aid officer and 
the aid office, I think, is a oritical part and one that is often overlooked, 
not only by Congress and not only by the Office 6f Education, but by 
our own institutions. We have a lot of information. We have a lot of 
contacts, which is. simply taken for granted, and nevertheless we are 
often overloaded. We have onorrnous caseloads, hundreds of people 
per person, per staff, that kind of thing. I would hope that maybe all 
of these various factors would be taken into consideration. , 

IMronTANClC OF CAMrUS AID OFFICER 

Senator Hrookk. Well, I certainly consider the aid officer very im- 
portant in the campus community, as I said in my introduction \vhen 
you were coming up. I think it is very, very important. I just wonder if 
we are talking to each other. You all are/talking to HEW and to the 
bank. 

Mr. Jones, I don't have this experience of talking with the bank. I - 
would like to interjoci here that at my own institution w^e have a large 
staff, we are able — we are staffed hp to do the kind of job that I am 
talking about, and we do have full support of the institution. I am 
afraid that I don't see this universally, though. Especially in some of 
. the larger institutions you have the smallest staffs, as it were. 

IMmn-EMENTS XEKnEl) IN i^OMMUNICATIOXS WITH BANKS 

But let me come back to your fj^uestion. T think there is a lot of room 
for improvement in our communications with the bank. Mr. Coutinho 
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spoke of the banks 'm^^iB community. I have spoken with Mr. John 
V onsaker, who is a member of our health committee, last night. He is 
at Bristol Corrrmunity College and he said, "Sam^ I can call any num- 
ber of five banks at any time I have a problem with a student and get 
them a lojin." Well, we can do that witn one bank, and because we are 
an institutional lender und because we have chosen to use the leveraig^ 
that comes to us by virtue of our keeping our payroll, let^ say, in a 
certain bank — we have no such problems. We have eliminate the prob- 
lems before they arose. But that is a very big, powerful, financially 
secure institution talking, and it is one aid officer among many who has 
this kind of communications. 

I think the generality would be, and I think my colleagues would 
support me, that we don't have very good communications ^yith the 
banking 'community. The. guaranteed loan organization stands more 
or less between us and the banks. 

POSTORADUATION PLACEMENT 

Senator Bhookk. Well, I am very much concerned about the point 
Miss Ilorowitz^ raised, at a particular institution like MIT the oppor- 
tunity for a graduate to be placed, certainly in a job, but he may even 
be pfaretl in , u lucrative position after graduation. That would be 
much less a risk, say, than the student who goes to a community 
college, for example, vVhere He may not fare so well wh6n he gets out, 
or is able to get a job, particularly in today's market. Pie would find 
it very difficult getting a job to enable hini to pay back the $7,000, 
for example. • 

Mr. ♦JoNEH. Right. One of our former borrowers was scheduled to 
be an astronaut for the program. It is a different kind of thing when 
you are talking about that sort of thing. When you are talking about 
someone who is trying to pull b|mself up by his bootstraps, you are 
talking about rtsk of an entirely different order, and yet here we are 
trying {6 use the same program, the same legislation,' lind the same 
apparatus as it were, the same procedures, to meet these quite dif- 
ferent social obligations. 

Senator Brooi;;:?:. Thank you very much, Mr. Jonps. There are so 
many questions 1 would like to ask you, but I know we won't have 
the time to do them all. — . 

• f/ 

.Statemknts or P'kank Delaxey axu Grant Curtis 

PREPARED STATEMENTS 

Tslv. Dr.i.AXKY. Senator, would it he possible for the remaining two 
members of the panel to waive jheir statements and proceed to 
questions? 

Senator I^rooke. I would appreciate that. Mr. F. H. Delaney of Holy 
Cross and Mr. Crant Curtis^ of Tufts Univer.sity, have kindly con- 
sented to waive their statenient.s, and their statements will be in- 
cluded in the record in full. 

[The statements follow :] 
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^ STATEMENT OF FRANCIS H- DELANEY 

Good morning, my name is Frank Deianey 'and I am the Director of 

Financial Aid at Holy Cross College in Worcester, Massachusetts, and 

1 am also the President of the Massachusetts Association of Student 

Financial Aid Administrators. I am pleased to have the opportunity 

to be with you this morning, and my remarks are concerned with a set 

of objectives which our Association would like to see accomplished 

in our Guaranteed Loan Program which is identified as the Massachusetts 

Higher Education Loan Program or the HELP Program. 

Other te^imony today will reinforce and amplify the general 

concern which vWe have been experiencing here irT^aTB&aQhusetts for the 

last half dozen yeci^e or more, and our experience is not unique in 

the United States, s inC^ we un<lerstand that many of our problems are 

\ ^ ■■ .. 

common ones elsewhere. We know, however, that in Tuany Eastern 
States and bordering States, difficulties in the Guaranteed Loanf 
Program have peen resolved through rational discourse amongst student 
aid officers, the banking community, and the State agency charged 
with operation of the loan program. 

Our experience in Massachiisetts has been^quite different, and 
' three yearb' ago our Association established a loan committee of 
student financial aid officers to clarify the problems and recommend 
solutions in an effort to meet our primary objective for a guaranteed 
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Ipan program here? ' in Massachusetts! "A reliable guaranteed loan, 
source 'for all students :tn need of such assistance." 

^vcry financial aid officer -has hoard numbers of complaints abiQUt 
the difficulty students have in getting loans. You may be fcLiiliar 

with Joseph Helle't's best selling novel of about ten. years ago, 

■ ' ' ). ' ' ' 

"Catch Twenty-Two". The HIi;LP Program has often been referred to as 

a Catch Twenty-Two program--no matter what qualifications sOme 

students presented in requesting a loan, it always seemed that th6y 

lacked that one (Qualification which would assure them of the loan ^ 

that, they needed: An account of some substance of more than ^ix- " 

months in standiag, that the bank did not lend to f relshmen , that the 

bank did not lend to graduate students, that the bank was not lending 

to students in certair) academic programs , the , student didn't "look" 

quite right, the bank was only making renewal loans, or the bank was 

not in the program atjall as of yesterday. 

Recently*, we adc?t)ted a set df six recommendations which are the 
result of our inquiry into the problem^ regarding the Guaranteed Loan 

♦Program here in hlassachusetts . For the most part, the problems center 

around loan availability rather than .loan <3efault difficulties. 

5ur first objective is universal availability of a HELP loan so' 

that the program is a reliable and vi'cible source of student assistance 

f"ot those in ,need of it. This is currently not the case as suggested 

abQve. No doubt you will hear today that we have increased our loan 
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a'cti.vity by more than. 12%' during the current year, and while I prai^^ 
that increase Ln volume^ I must emphasize that demand in J^he current 
y^ar far exceeds that 12% increase in guaranteed ioana transacted. 

Our second ojjjective concerns difficulties our colleagues in the 
banking community are currently experiencing with the directors of 
the HELP Loan Coifporation itself. MASFAA reoontfnends that any bank 
wh^.ch is an .authori?ied lender in the HBLP Program should be able to 
warehouse or market l,oan paper with the Student Loan Marketing 
Association and that loans marketed through Sallie Mae carry the full 
guarantee of the HELP Corporation, thereby improving the . position^ 

of the banks with regard to cai^M^alizing additional atudtpnt ^.oans. 

\ 

The Massachusetts Bankers' Aasociatiaf\has been frustrated 'by the ^ELP 
Corporation in their al>tempt to establish >«^arehdusing an^ sales 

arrangement with Sallie Mae. n,^^^ 

- . ^^^ \ 

Third, a single page application form for the Gu^anteed Loan 
Program which will be available both "j\t lending institutions and at 

■ . • ■ • N. 

schools may be a^ compelling an ob;)ective 0pr the col lege student aid 
officers as the warehousing arrangement men.tioneU. above is ^^or the 
bankers. Three separate forms are required fco procesVs^HELP loan 
application in Massachusetts . ^fiijpst other States have a single page 
application. MASFAA requires that et^e single page application 
recommendations which we provided to the IdELP Loan Corporation in 
September be adopted and in use' before the nex\^processing year* We 
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believe lt»'" is. esSetitial thaH, these ap^f^ications Ke available at the 
schools as they *are in Cc^'liforrvia so .that will be able- tb provide \ 
a recommendation and a' loan-application'' for students t|o to^a ■ 

bank with them.^'v All* t.po frequently, students aire not abXe to even 

obtain a loah application. . ' " % ^ ""''''^^^"'"^^^^ 

Fourth, fi verifiable system' of dOc?amenting' loan applieation^ which 
are rejecf^ed' must be developed. Currently, ^erei is ,no mechanisiri'^f or 

•f^'V , • *' ' ' . . ■ ^ .'■ *' ' \ ■ 

:^<:lenti fyinq studcTnts who have attempted to process guaranUeen loans 

but' wtio havti^been rejected f^r one ?eason of another/ This' docurneii-ta^ 
tion system could be' a simple form letter on which the bank 'Could ^ 

c;heck qfC.'its' teaton for \jiot proce^ing a loaa for th^ student, .whereby- 

the' student CQii»id verify that h^ has been ^'turned down for a loan and , 

present n'is request to aa. alternative loan' source which is ourj^ifth ■ 

' , . " ' ' ' " ' ■ * 

recommenda t ion'. ' "i ' * 

' < , ' " ^ - . 

"'-"MASFAA believes thcvt -a back up loan system mus't' be estabJ^ished in. 

the CoiTm)Q|iwealth to- handle cases jwhero students arc not able to 

progress a l-oan for v/hatevcr reason. This Association^ believes that 

A Ic/ider of. last" rcsor't must *be established to assJure citizens 

• 4 

n ^ ♦ " " 

*particii3ation in the Guaranteed Lc^an Prggr^m. Wei under strand that, 
such d" back ifp sysT^rem is in operation in the State of Connecticut^ at 
thf? pcescnt tir^e. , ■ . * ' 

\()ur last'' two objectives concern 'the administratio^n and policy 
^caa o< the Massachusc t ts ' HELP Progtam* First, MASFAA retomntends ^ 



that greater* retoresenfation on the Board of\Directors of the HELP 
jCorporat^ion for ^edutators and f inan(Sial ^aid Afficers be* established.' 
" AdditiohaTly / we gre concerned that representation for women and 
ihinoritifes be developed. ^Ai^o^ mor^ participation and activity by 
the Board of DirectcJrB in policy f prmulatiofv ancf advisement for ^ ' 
management practices in ti)& Guaranteed liban Pro^raV 'ih Massachusetts 

is needed currently , the Board ie^ ma^e up of people \»ofe directly in- 

volve^i' in education,, and availability of Bparcl meiilber\ or even thier 

sensitivity ,to the dtf f icul tie^ ^ei-ng ekperienced'' In aVl quarters is 

^.sprely lacking. MASFAAVs convinced that the members' oA the HELP Loan 

Corporation BoarcJ are totally unaware of .the difficultie\ and'dis- * 

satisfacfions Which exist 'regarding th*e opeftrations of our\State' 

Guaran need 'Loan Program. \ 

■„ ' ^ ■ - \ > ' 

".Secondly, this Assofciaeion un^d^rs^^nds that a .caise 

guarantee^^^fee for student ' Iqans fxoLoxie-half of one*" percent \o one 

' " ' ■ 'A ^ 

percent h^s been reqaes ted witri6i^t. ^uffibient justificatiort- oK^xplana 
bion of the ne^^to iricrease the guarantee- fund whicK currently standi 
at some 2.6 mi 11 loft dollars j 

Our Association has attempted during the past three yearfl.,.to / 
resolve difficulties with th^ Massachusetts HELP Loan Corporation,' but 
we hJive been frustra^ted cind put off at every turn.: We hav^^only 
recently le^^ed through dialogue with the ^Massachusetts^Bankeis'' 

Association ,that communications breakdowns and lack of^ response by ' y 
fehie HELP Loan Corporation has fri>strated Massachusetts bankers 
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Well. We have raised seirious qXjestions of need for improvement in 
our State/ Gjia ran teed Loan Program, but if we are to truly se^ve the 

national interest and accomplish educational objectives for the fin&n- ^ 

cing of oui* programs for secondary education, MASFAA feels the^ afiove 

objectives must be accomplished within the next' year, and we earnestly 

seek y,our support and assistan.ce in this eAd. I will be' happy to 

answer any questions » which you may have. Thank you very much. 



STATEMENT OF GRANT E. CURTIS ' 

Members of the Committee: ' Oct. 17, 1975 

Thank you for the dpportuDlty to speak tod«y on ra«tter« pertaining to the Guaran- 
teed Insured Program. I am Grant Curtia, formerly President of the National 
Afsodlntlon of Student Flnonclibl Aid Admlnletrstora and at present, Chslrman oi^he 
♦ Board o^ Directors of the Uik^'oxxaI Institute fo[r i^lnshciQl Aid Adminlstratlo'i). 

I hove been Direct©/ of Financial Aid at Tufts University In Medford. Massachu- 
setts ^^Sjmp^ y(ftars,^and for that period have also been elected annually to the 

Board of Df^ctors of the. Maeaachusetts Higher, Educat Ion Loan Plan. Thua I have seen 

I, ■ . J ^ ■ 

the GILP program, or HELP as we call It In our stat^, grow from Its Infsncy In the late 

1950'8 to the ~hydra-headed» but bent^oleiit , giant irtth which we wrestle today. 

Tufts «Ludents eligible for GILP loans hsve come from sli of the 50 states, and 

from £^bnoad, so X hsve observed thV workings of the 9tste snd federally Inaured Pro^rama. 

In^most of 'their forma ss GILP sp pi lections hsve flowed Into my office. Tuft a has 

processed about 1500 of these applications so far thla^year for its 6000 students. I 

am not able to report how msny of these appllcitions were granted, ''^nce not all banka, 

credit unions, or state agencies notify us or send the check to the school when s loan 

is made. Rarely sre we notified officially thatvs loan \\ms b^^eh denied, although un- 

succeaeful st utlonta ask our ndvlce and we refer them to the President of HELP in Boston 

or to^th'e hesd pf their atate'a agency." Soi^fctimes these offlcisls are able to direct 

a Btud«nt to a bsnk that wilt make the loan; at otl\er times theV havf be^ tinablie to do 

so. 
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We give vtery cotnplett information to Btudenfifl and parents ab^^t eligibility for 
thU form of aid .nd advise them to go to their local banks'or cr^t unions. Although 
Tufts has Kept no count of students who seek but do not find Cll^/lo.ns. we have sub- 
■«fquently talked to the unaucceasful ones. ^ . # 

It ap^ars that many atudents are turned off at the local level, before an 
«^pllcatlon is made. Some of tlve reaaona that I have heard, from atudents are: 

1. have 'not had an account wltH bank for 1 («nd up to 5) yeara, 

2. do not make these loans because they ^re unprofitable, 

3. not a resident of the atate, * / 

have exhauated funds committed to this ty^e of loan, 

5. make loans only to prevloua recipients, * 

6. do not make loans to fres 

7. do not loan over $1000 or $1500 a year when student ^needs $2000 or $2500. 

Graduate students and freshmen aeem to have particular difficulty in obtaining 
GILP loans, ,the former; becau'ise of changes in residenjcy of student or parenta and because 
large amounts are frequently needed each year. For example, our Dental School has a 
3 year program of 11 months a year so that 4 aca<^emlc yeara are completed In 33 months. 
The tuition alone la $5700 for each of the 3 yeJ^ra or $17,100 for the program, ex- 
cluding instrurtenpa, books, supplies and living expenses which add abtjut $14 ,000 more. 
Some lenders or agencies still limit their loans, to $1500 for each of the 3 years, 
even though wo point out that A yeara' tuition and A years' academic experience are 
being paid for and completed in 33 months. Som^ leffders will loan up to . $2500 for each 
of th^ four academic periods, but some state agenclea refuae to recognize the accelerated 
program. Other agencies and lendera have acadfemlc year or residency requirements which 
are difficult for some students to fulfill. 

I firmly believe that both the Gua^i^teed Insured Loan and the National Direct 'i> 
Student Loan Programs need to be continued. Improved in thtelr operation and coordination, 
ojid expanded as costa to studenta increase. The NDSL must* continue "because it places 
an invaluable tool in the hand of the campua aid officer who is striving to package 
a combination of scholarships, loan, and Jobs to meet the measured need of very lar^e 
numbers of svudents. The aid officer can not wait to commit the ^avatiable ata while' 
students chase from bank to bank to see hpw much. If any, loan will be received. And, 
we desperately need the GILP program which provliies over a billion dollars a year of 
new capit.l^to atudents not aided sufficiently or not at all by the campua baaed programs. 
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by Health Profe««ton« «ld which is being reduced "o radically by Congreis, and by otate 
and private assistance. 

I sugges^t the following Inprovements natlonoiily for C^arsnteeil Insured Loans. 
State agencies and lenders could be asked to comply in order to obtain the fi^detsl 
guarantee of loan repayment. 

1. A single application form, preferably similar If not Identical from state 

to s^tc, should be svsllsble at post-secondary Intttltutlons, not Just^ at banks. Students 
would then be able to obtain the*^school 's recowocndat Ion and take It to the lender. 
Lenders should be asked to notify the state agency In wrttlfig of the ressonii -for the 
denial of an application." ^ 

2. State aigencles, and private cori>oratlona acting In Iteu of state agencies, 
ohould furnish upon request the names of participating banks and credit unions to post- 
oecondary Inst Hut Ions and to students. 

3. A parental co-signer should be required on loans to dependent students when 
adjusted family Income Is over $15,000. 

h. Considering Inflation and the length of time the current limits have been in' 
Rffert on CIl.P loans, the annual and total amount* should be Increased, and the ad- 
justed family Income figure should be raised to $20,000 or more. « 

5. State agencies should be encouraged to allow lenders to sell or warehouse 
t&lr loans to the Student Loan Marketing Association (Sally Mae). Some provision should 
be made to Insure thst a percentage of the amount received by the fender be re-lt)aned 
under the Guaranteed Loan Program. 

6. Banks which are depositories of state and federal" funds should be encouraged 
to make nubst/intlal commitments to the GILP, ^ 

7. Provision for the consolidation of NDSL, GXLP, and HPL deSts is needed at the 
beginning of the repayment period to prevent overlapping or overly large repayments thst 
rafliy cause defaults. Sally Mae would appear to be the logical 8(yiutlon to this problem. 




GEILIKGH rLACBD ON BORIIOWINO 

Senator Brooke. Someone has suggested that the best- and quickest 
way to prevent defaults and keep other problems at a minimum is to 

~ put a ceihn^ on borrowing under any \and all Federal loan^ programs, 
l^inancial aid officers are responsible Tor helping the st).ident put a 
financial package together. Now, wha\ thoughts do you have, Mr. 
Delaney, on possibly a $2,500 to $3,000 cfeiling per year? 
^Mr. Delaney At niy college, 75 percek of the families which use 
the guaranteed student loans use them to Veplace the parental contri- 
bution, and I would cfesent to a hi^Iier Idan Hmit but I would do it 
only if we were sure that re^jayment ct)uld be effected. I would recom- 
mend possibly usixig the parents as a cosigner with the Federal guar- 

^ antee as the third backup on the loan to prevVnt the catastrophic loss 
in ve^iivd to the faniilv bankrun^y. I suspect that would go a long way 
to eliminating the default difficulties we are coricerned with today. 

Senator Bkooke. Do you try to hold down th^ number, of different 
Joans a student gets, or do^^SJ^^^dvise them to try Werything ? 

Mr. Delaney. .\Vhat we do is, if we package aVnational direct stu- 
ihnt loan and the student's award as pa^t of his nV.ed component and 
the family seeks to use the guaranteed loan additioWlly, what I do is 
to contact the family by tekphone or by letter andW them to what 
end do they want to use this loan ? Is it to replace th^ parental contri- 
bution because they are not liquid— they can't make\t out of income 
for the iiiost part— and this is the kind of reasoni;ig that I get in re- 
sponse. So Ilsolicit from 'the family a written st)n,temebt as to whoso 
responsibility lies whore iiji terms of loan rep^ai'meht wh^n the student 
ill double loaned, so in^a^scnse I extricate from the family an ack- 
nowlegement, a conimitmeht on their part that, "Look, we are putting 
Johnny or Marf into a double loan here, but we fully intend to pick 
up tiie bank loan." I feel- fairly free to recommend a guaranteed loan 
under those circumstances. ^ . 

LOANS USED AS LAST REC(I)UR8K 

Senator Brookk. iMr. Curtis, is it within your responsibility to try 
to guide a student away froin,a loan if you believe it will place undue 
burdens on the student or>that student's family? 

Mr. CiJirns. Yes. In. financial aid counseling you naturally try to 
help the stu(lent to the best sources of financial aid that are availajblo 
to hinu Most students— not all, but most students I think— and most 
financial aid officers, try to use loans moi-e as a last report than they 
do as a financial aid of first resort.. Eaclryear when wo are makin]^ 
renewaKawards to students, when we notice that large loans have been 
taken in the ^vay that Mr. Delaney just mentioned — both the national 
direct loan from us and the parents and students using th^ guaranteed 
l5)an as the substitute for part of or all of the parent s contribution, we 
will frequently try to raise the scholarship or work component of the 
students financial aid to l<;eep down the amount that he borrows in 
the following year. We encourage studei^ts in whatever ways we can, 
sumnu'r work and so on, to keep down the ainount of loans until they' 
are ab.solut^ly necessary. That is my orientation. I am not sure that 
everyone feels that way. • ^ 
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lUSCOMMKNDINO BEOG PROGRAM 

Senator Brooke, If you find a student that is in really dire financial 
straits, and thef family is as well, and they come to you for a student 
loan, do you s/iy, "Well, you ou/^ht not to apply for a student loan, 
but maybe yom ought to apply for BEOG, for example"? Do you do 
that? / 

Mr. CuRTiH* Definitely. I think practically all aid officers encourage 
students to apply for thfe forms of aid for which they are eligible. 
However, th(? same token, that student who has applied for the 
forms'of aid for which he is eligible may not Kave received some of 
them, particularly a basic grant because those are so restricted by the — 
actually the Office of Education, the family contribution §<ihedule, not 
the Congress. The Co^igress, as you know, just looks at them. 

Those students would be encouraged to keep the loan as low as pos- 
sible, coilainly. 1 would point out one further thing and that is that the 
students don^t nocessarily need to borrow the same aniount each year. 
I point this out to freshmen in particular, wKere we somewhat dis- 
courage a great Heal of campus work during the first year, when they 
are becoming acclimated, and encourage loans during that year if they 
are needed. After the first year, I indicate to the student there are vari- 
ous ways tliat larger amounts of money may be obtained through em- 
ployment, sunmier and school year, and less money bon-owed. 

WORKING RELATrO>raTIlP8 WlTlI BANKS AND GUARANTEE AGENCIES 

Senator Brooke. ,What sort of working relationship do you have 
with the banks and guarantee agencies? 

Mr. Curtis, Pait of my statement was addressed to that point, but 
we prpcessed about 1,600 GILP applications for the current year and 
we have 6,000 students. We are not uniformly notified of who'is suc- 
cessful and who is not. We do know, however, when many students 
have loans, but not all. When students come to us who have been un- 
successful in finding a loan, I have been able to recommend to them 
that they go to the pi'eaident or the head of their State agency who 
frequently has been able to dxfe/tt them to banks. This is not uniformly 
true, however, eithei- in this State or in other parts of the country, by 
a long shot, and so as I said in my statement, we think, but do not know 
the number. There are a large number of students who are not obtain- 
ing these. loans for one reason or another. I have listed six or eight 
reasons in my statement for you, I do not have a bank that I can go to, 
if that is what you mean. Some institutions do. 

. PROBIiEMS DETERMINING LOAN RECIPIENTS 

Senator Brooke, One of the problems in many parts of the country 
is that financial aid officers do not know on a timely basis whether loan 
applications ai-e resulting in actual loans. Do you have the same prob- 
lem here in Massachusetts? 

Mr. Curtis. You are asking whether the institution learns whether 
thjB student will receive the loan or not ? I think the situation is as it has 
been for a number of years, that we do not uniformly know who re- 
ceives a loan and who does not, partly caused by the practice of sending 
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the check to the student rather than to the institution, and sometime^s 
by the check coming to the institutipn but it being labeled by the bursar 
as a cash payment or a payment from one of the other type'fe of loan 
funds othet than a guaranteed insured loan. I have one or two sugges- 
tionH in.h4*e along this line, sir. I suggested thaj^ students and institu- 
tions need to know which banks are making thesfe loans and I sugge3t 
that the State agencies be asked to mak^, that information available 
upon request, a§ to^the participating banks and credit unions for one 
thing, and I also suggested that a single application form, preferably 
similar if not exactly identical throughout the country, be available. 
But it be ayailahl©-at< the colleges and imiversities, not^t the banks. 
Much of tlie burden of my testimony, was that the students are turned 
off at the local level before a written application is provided. The stu- 
dent must go tb the bank to obtain the application. I am suggesting a 
standard and relatively simple form, multicopied, that would be com- 
pleted by the school and the student before he or she -goes to the lender, 
and that furthermore, lenders be required ta notify a State agency in 
writing of the reasons for the denial of an application so that we tould 
collect some figures on whether students actually are or are not being 
turned off at the local level. ' 

UPDATING OF BANK LISTINGS 

Senator Brooke. Wliy doesn't the State agency make the list of the 
banks available? 

Mr. Delaney. There is a list available, but it is pretty old and I am 
not sure if is a public list or one that has been piripited and passed 
around, but some of us do have lists of banks which are^^iuthorized to 
lend. But without Constant updating in terms of your own experience, 
you |re never really sure whether the banks are indeed active partici- 
pantsT-or rather registered participants and not making loans at the 
current time. 

We have asked for that and we haven't gotten that. For the last sev- 
eral years our association has been very active on that issue and we 
would like to see that as an outcome, 

Mr. CouTiNHO. Senator Brooke, you asked about statistics regarding 
notification to the institutions of the loans and itiappen to have sqme 
statistics from our institution that might prove interesting. To this 
point, as of Oc^tober 15, we have processed 304 loan applications for a 
recommended value of $398,646. We have been notified of a total of 24 
receipts. Now the predominance of these loans that we pracess is <in 
Massachusetts. We received 4 notices from Connecticut, 1 from Massa- 
chusetts, 4 fi'om New Jersey, 4 from New York, 1 from Pennsylvania 
and 10 from Eliode Island. So you can see tlmt particularly in Massa- 
chusetts, we have a substantial problem with notification and the time- 
liness of the pntirc situation. Now, later in the year we sometimes get 
batches of 100 or 200 notification^ which are meaningless, virtualjy, in 
the second semester. 

Mr. GiBsox. Senator Brooke, I think probably jf vou think about it, 
no educational institution wbuld really like to be in the business of 
lending to its students if there are other opportunities available. We 
don't like to he badgering our students. We don'tp like to affect alumni 
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Relationships. The fact that we are in the lending business means that 
our students have not been able to find these loanSi sort of on their 
own out aqiong the bante. There is a certain point beyond which we 
do not like to put them in the runarOund. For about 2 yearS we had 
our students — we required all of our borrowei's before they would 
borrow from Harvard, that they bring back t>vo letters from banks, 
two letters of refusal from banks, either in this or ot^ier parts of the 
country. Even that became a difficult thin^ because st)me banks were 
not even willing to put their refusal in writing. So the fact that we^re 
letiding the votiime that we t^re, is ji kind of a reflection of the fact that 
this is not taking place in the ]ba^king community, ' ^^ 

I am not entirely complaining about that because they"have thei|^ 
own problems, but it is a measure of the difficulty that our student^ ' 
have found in 6btaining loans. 

PART-TIME STUDENTS USING NDSL LOANS 

Senator BnooKE. How mrfny part-time students take advantage of 
the NDSL loans and how does this compare with use of the program 
by full-time students? , 

Mr, Delaney. It is hard for me to respond to that since Holy Cross 
is a very traditional institution and we have maybe only 30 part-time 
students who onjy take 1 course. So I can't respond to that My im- 
pression is that we are sufficiently underfunded, 

Ms, Hqrowitz, We made. $212,000 of NDSL loans last year. Ap- 
proximately '$30,000 went to part-time .students. Now, our institutional 
policy has been that we service full-time students first on the basis of 
the fact that' they do not have a job to support themselves at all, and 
part-time students presumably come from the- category of people 
who ar*e tryin^a: to work and go to schools at the same tinle. As our 
funding has increased, the proportion of money to part-time students 
will increase, and this»year the arnouut of ^money the part-time stu- 
dents will receive will be even greater than it was last year, not just in 
dollar amount but in percentage of th^ program. 

RECESS 

Senator Brooke. Our stenographer has not had a break since 9:30 
and it is now 12 :30. She saM slie could take a lot but I don't wlant to 
put too much more on her, and yet I have many more questions of the 
financial aid officers. I would like to submit to you certain questions 
in writing and ask you if you would be kind enough to respond in 
w^riting to those questions. I really want to build a good record for 
tiie committee oiti this, and tliese questions I think are very important. 
Ii you will be kind enough to agree, our staff will submit these ques- 
tions to you and if you would get them back to us as quickly as you 
can, it would be very helpful. 

I thank you alh very much. It has been an excellent panel. 

We will recess for minutes and then we will hear testimony from. 
Dr. Winer and Ms. Gold before taking a luncheon recess, 

[A short recess was taken.] 
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INTnODUOTlON OF WITNESS 



Senator Brooke. The subcommittee hearing will be in order. Our 
next witness is Dr. Kachll Winer, coordinator, office of private 
schools^ State Departrngnt of Education. With tha large number of 
private schools in Massachusetts, we look forward to Dr. Winer's 
message. We welcome her to our hearing. Dr. Winer, you may proceed 
as you see fit. Much of the testimony wo have alreadfy heard as testi- 
mony which indicates that proprietary schools have a unique problem. 
I want to be very careful in the selection of my words. I don't want 
to mdict proprietary schools as such. There are some very excellent 
proprietary scljools, as I am sure you are well aware^ but ^o far as this 
program is concerned, we want to get all the facts we can, so if 
you have a statement you wish to put in Che record you may do that, 
and then you can go ojff the cuff and then I may have some questions. 

Projprietary Career Schools 

STATEMENT OP BACHEL K. WINEB, CQOBDIKTATOB, OFFICE OF 
PBIVATE SCHOOLS, DIVISION OF OCCUPATIONAL EDUCATION, 
DEPABTMENT OP EDUCATION COMMONWEALTH OF MASSA- 
chusetts 

Proprietary career schools 

Dr. Winer. Senator Brooke, and members of the committee, I would 
like to put my statement into the record. 
Senator Brooke. Your entire statement will be placed in the record. 
[The statement follows :] ^ 
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m Kaosachusetts. the Department of Mucat ion . through the 
Division of OcGupatVonal EducaMon. In the Office of Private 
Schools bor.ar.o pro-active In Its approach to the educational 
praeraras offered at private career s.hool.s within the Commonwealth, 
heconcly. v,.e havo gone through a series of exercises In la,vnaklng 
governlni: private career^ schools In order to enhance the .1 Icens In:; . 
role of the depurtnent as It endeavor.-^ to protect the student/ 

conrumer, t 
AS the reco.-.nlEed. licensing n<^en-cy for the private career school. 
1.1 'he Jcnncnwenlth we are In the position to prevent schools Vho _ 
«, U.;e. irom specifically or by Implication promise students 
,.,„urran-,eed .;nployment. unrealistic salaries, or preparation for 
a c.reer whlan Is beyond th<i .chool's nblllty to perform. Our • 
approach to career r.chool "drop-outs- or "potentlox loan dermdners" 
v,..s to implement a st8tr.v,l,ic Information pjo(.r,Hn • through sundry 
co~.,uunlcHt ior. channels ( otudent/Consuir....r handbook (Spanlrn and 
t.orteeue..e Vr-sloni; to be released shortly,}. :.adlo and TV .spots 
■ ln-.r;.5llsh, opanlsh and Pr.rteguese. and a ?.U hour Hot Line co.'.tlng 
a .sln.-le <-clr u-lO) directly 'Into tne Office of t^rlvate ^choolc.) , 
<.Mr cont. „t.Von telnc that a ta^tter Info; nod. svudent/consurfer lu the 
edac-,.'to...:! •,'..rket In « st.udent/conrum-^r ,->io will seek a- school 
1,. a more d 1 ... ■.■In U,r, -.e fn.;hlon ther-hy e«;n.rln/ t-oator projrram „ 
coiplrtlon nr-.d :iubn.-('iii(.rit. loan r" pnvjn'.nt" s . 

hd..i..>:ior,nl ;.pecla]l.';ts Ir, the Office- of i'rlvaLe School's monlt-or. 
a-id ew.lua-.^. each sc-hoo] s pr.v-rAiP.'. . Konlrorln.T rr.ay occur on a 
weekly. bl-wpe,'.ly. n.-.n^.h^y, or qu^xrt-rly '.-.•.sl,'; with an In-dep'.h 
pvalun'lon or the school. Its curriculum. 1 r.s.t rue t or s (faculty), 
faclT.Me.-, prior to llcennurc renew-ii which occurs on a 

yearly bas 1 s . 

The Office o." i-,'v«.e ..Oioojs endeavors to i.ionltor newspapers, 
flye.;-. posters, etc.. whl.h confO.n advert ^.-,em-n^s about private 
cart-:r schools that are licensed In the Corr-onweal th . A similar 
app.-cnch ir, uMUzed for radio and tv eor.Perclals In an attempt to 
prevent nlslradlnp; Inf or-.-,t Ion to the ccnsxr.er. We seek to keep 
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''"L""'""'"'" informed about pont-seoondary caroer'educatlon . 

Which ^ to Pi-event defaults by developing an awareness on the part of 
the consuner 're.^ardlnpT educational Institutions. 
Since ilc3nr.u.-c requlromonts in Kassftchus./Zts require minimum 
standards that exceed those- of the Federal agencies it follovrs that 
without state licensuro there would be no federal loan program 
Involvement with a particular school; We acknowledge that there 
have been failures ih this particular area in thepast, however, in 
the recent past „e have begun to work in a cooperative manner among 
the various- offices and agencies in the region. We have endeavored 
to establish.«Unes of communication among agencies within this area 
of concern, the meeting in Providence. R. I., an example of our 
efforts in this area. 

Also, we have establlshftd a oooi^erative climate with the Attorney 
General's Office and upon our recommendation, action against a school 
occurs. All of which are actions seeking to prevent, defaults. 
As a state licensing ag°oncy of private cai-eer schools we wish 
to siiggost the following for consideration by your committee 
to prevent defaults In student loans. 

1. Defaults may bo prevented early. We need "to better Inform 
the Junior andSonior High School student regarding options 
to post-secondary educatMon and the responsibilities 
through a multi-variety of mediums.^, i.e.; films, speakers, 
seminars', pamphlets, etc.. on a national level. 

2. There Is a n^ed for more Interagency regional and federal 
..communication/Informational meetings (local, state, regional. 

and' national). Today, the scope Is too large for each^ of us 
to be operating as seiparate entitles since this only crr-ates 
frag.-^entatlon and duplication of processes, procedures, and 
effort. We need to develop better links among the agencies 
involvod in order for each of us to become more efficient- 
In the provei^tlon of student loan defaults. 



er 

e 

There Is a need for sufficient staff (local, state, regional, 
an4 national) to provide better prevention protection to the 
consumer. ' 
We need to do things before we are forced to do thein. In 
Massachusetts we were forced and the schools are complying or 
they are no longer 6peratlng. 

Only by Informing and better preparing the student/consumer 
to the realities of post-secondary education with a clear 
understanding of the financial obligation which Is accrued 
In seeking this education will we meaningfully reduce the 
'number of failures, hence loan defaulters. We need more and 
better communication. 

t 

* \ " . ' - 
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UCBNSINO OF STATE PRIVATE CAREER SCHOOLS 

Senator Brooke. Do. you wish to. make any further statement, or 
will you stand on that statement? - 
Dr. Winer, I will stand on that statement. 

Senator Brooke. Fine. So that we are clear on this, is your involve- ?i 
ment in student loans to license the proprietary schools? ^ I 

^ Dr. Winer. The Department of Education is tlie licensing agency '4 
for private career schools in Massachusetts. / 

Senator Brooke. Could you give us a brief exajxiple of tlftit whole 
process, including the questions you ask before a school is approved? / • 

Dr. WiNER.-We have a very detailed application form. We require a / 
financial statement which is approvable by the State auditor's office; 
We require of business schools a $25,000 bohd in order to insure tuition. / 
We require an in-depth evaluation oy specialists in the department of ^ 
* a school's facilitSfes^, instructor, and their programs. It is a rather' 
lengthy process. There are particular forms for business schools, corre- 
spondence, and trade'schools. 

Senator BuOoke. Will you submit those forms for the record ? 

Dr. Winer: I don't have them with me but I will he glad to see that 
you get them. . 

Senator Brooke. And if the process' is in written form, would you 
also submit that?. 

Dr. Winer. Yes ; I wilf1)e glad to. ^ 

DEFAtn^^ RATE OF PR0PRIETARy\sCH0PL8 

Senator Brooke. As has been said, on a national basis proprietary 
schools account for about 60 percent of the default. How does that com- 
pare with proprietary schools in the Commonwealth of Massachusetts? 

Dr. WiNi^R. Insofar as we are aware, the proprietary schools in the 
Commonwealth of Massachusetts don't come anywhere near that per- 
centage figure. The record in Massachusetts appears to be considerably ^ 
less. Tarn not sure of the exact figures at this time. I did not take those 
with me. 

Senator Brooke. I would like it to be more exact than that. You say 
"considerably less" — are we tftlking about 50 percent, 40 percent, 20 
percent, 5 percent ? ^ 

Dr. Winer. I wouldn't be able to give that figure. I am not 
knowledgable about that. 

Senator Brooke. Well, do you have any data in your office that 
woul.d help in this regard ? 

Dr. Winer. I would be glad to send that. 

Senator Broqke. Would you do that, please? You said, "insofar as 
you arfe aware," what sort of reporting requirements are there as far 
as defaults from proprietary schools ? 

Dr. Winer. We require every school to provide us, prior to license 
renewal, with a list of their student enrol Iment^and attrition rate, and 
their ratioYi^le for attrition or dropouts. This is part of the record of 
each school. / . 

Senator Brooke. So you would know prior to the renewal of the 
next year how many defaults they had in the previous ;f ear? 

/ 
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Dr. Winer. The nimiBcr or rates of attrition. ^ 

'Seaatar Brooke, Oh,Tatesof attrition, I misugiderstood you, Tb the 

degree^thaf.yoli can give us that inforrhation, would you supply that 

for the record also ? \ " <• >i ' 

Ifc. WiWer. Ye.^; I would be glad to do that, • j ^ . ■ 

*^ ^ * 

Student enrollments . • 

Senator Brooke. Whvit proportion of studehtl'^^ndmB^nrolled in th?j 

schools you work- with ? ^^'"^'''^'''^'--^^ < 

Dr. Wink'r. WTe ju^i'ge^approximately 40,000 students ai-e^lTi^ed 

in brivajte career schools in the.CommoiiWealth", 

Senaf«)r Brooke. iTnder your j\Irisdictie^n, 40,000 students* 
I' , Dr. Wjnkk. Well,'n'hore are some private career schoolsin the Com^ 

mon wealth that we ade ft'bt responsible for, but as a general statement^ 

Silt out by the Massachusetts Asso^^iation of Trade and Technical 
chools aiid-i^usin€;3S Associations, approximatc^ly 40,000 students in 
Massaohusitta are enriqlled,,eithe|^ in a singly program or in {^.career 
'l)rograin in ])i'ivatc scfiools in the Conimonwealth. • * • 

Senatoi*i^ROOKK.M think the State enrollment is about 300,000, and 
you sav only 40,000 of those are in prof)rietary schools? ^ 
I ) u. W; n k k . P r i \' a t c a re ei* schoo 1 s . ^ 

Senator BKO(i)KE. Who has-jurisdiction of ethers.that you don't? 
, " J>r, Winer. The' law, the statute -in regard to'pi'ivate school^ in th6 
' Common wealth, i.sp very specific as to what schools we have ]urisdic- 
tion oveH and tJie laws detiling with (he trade school's and the kin^s of 
trades, refer to chapter 9'3'(a.) . and.the law^dealing with private busi- 
iiess schools aucf such related schools, chapter ^r)(d), and they are, very 
specific as to what schools we 'are al)le to oversee and license.* 

Senator BkooKk. If you repeatedly hear of problems with a jmrticu- 
lar school, do you ^n-er conduct another review of that school? 

Dr. ^YiNKK. iniiuediat'ely. " . ' 

Seiiajtbr Bk()()kk. "W^iat soit of followup do you^do to keep pr 
to a minimum ? \' * * 

^ - MPlNrrHRIXO OF SCJrooi.SaFOK TROl.'HLK SrOTS 

. Ur. WiNKK. We monitor most schools tlrat w(i license on a weekly, 
biweekly, monthly, ot quart(Vly .basis, anc^ we do an iurdept^i eyalua- 
' ti6n on every school that is \p be licensed within^ 60^ days prior td, 
Hce'nse I'enewal. ^ . ^ , ' . . ^ 

vSeufttor Br(H)ki^ What, sort of staiT do you have to do "this? 
" I)r. A\'!n*i|;h. Wif have five Sj^ciallsts and we have /?oni§ultant6 that 
\.wo aie able (o recjuest for mVuiito-riiig and evaluation. 

'sVnatiir Hkookk. And how many school?^ are they conceriTed with? 
^ Dr. WiNKK. xVp])ro.viniately 1-00 schf)ols in the Commonwealth. 

Senator Hkookk. Aad you have only five members of your staff, 
plus consultants that you call irr ])eriodically. T take it? . 

Dr. WixKK. That is correct. ^ I * ^ 

- vSenatoi' Huookk. To service these l()0-sonW schools ? ' ^ ^ 
" Dr. WiN'F.Rj Ono of the tliiUgs I asked ff)Ain my suggestions is 
'ad(litional"fun(ly l'o enlarge my staff. -/ 
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Senator Brooke. W^r'e you cut back recent](y by the Governor in hia 
austerity program ? , . . , 
Dr, A^iNKR. Yes, we tver^. 
Senator BRooKR.^FrOm what to%vhat? 

Dt, Winer. From a ^ilot of nine to a slot of five. ^ 
Senator Brooke. Do. you have any communications with Vfumihers — - 
in other wof<is, do you seek feedback from those who ar^ affected if 
defaults occur frequently?. 

Dr. Winer, Yes, we do. We have sort of an off the-puflJ'iniormation 
9onynimication system tiiat we have esfeablished as a r^ult of a pai- 
tilbular meeting , that occurred in the Providence ar^^ that was a 
regional ^eetipg based on supervisors and other yptate agencies, 
lenders, and thfe Federal people who are involved in tile student guar- 
anteed joans and pthei' such loans. We established a very good rjtpport, 
so that we a^:e able now to call each other on the telephone ii^<)rder to 
inq'uire >vhen we have rather frequent complaints or probjtos^ahouf 
..schools. . * ' ^. * . / 

COMMUNICATIONS CHANNEL STATE ATTORNEX OENEpAL 

' - ■> ■ ■ • X ■ . V -. _ / ^ J •■ 

Senator Brook|:. Do^you m^iintain a channel of commtinicanon with, 
the Attorney General's office ? ■ * o » 

Dr, Winer. Very; very definitely. We have an excellent rapport 
Nvith the Attorney General's office ^and are in constant communication 
with him and fyid his services to be invaluable: ^ . 

Senator Brooke. Now, you have heard the;; allegdlions about soinG 
proprietary schools, that they just get thp paper ►and . students Veally 
-do not matri^iilate — have you found any such cases in Massachusetts? 

' Dr. AViKkr. AVe admit tnere have been some errors made, but we are 
ceitainly working very hard to eliminate them, ' 

LAW VIOLATIONS AND FRATH) 

' Senatoi' Brook i^:, I am 4^1 king about more than just errors. Tljere 
are^erjrors in almost any kntd o^a program; But I am talkingjibput ■ 
.^outright' violations of law, fraud, for example. Do you understand 
fraud? ' .\ 

Dr. AVinkr. Very $vi»ll, sir^V ' % 
Senator Buookij. Iluve youHxi-^ourrirpacity as diroctgi" come across - 
.Any x^m^s of bu£right fraud ? ' - ♦ ^ 

Dr.Ay%J8*.No,sir. . ^ 

Sen^ttfifVBROOKE.' Or the ^improper use of Federal funds in thi3 
^am? ...... ^ . , ' ^ 

JDr* ^iNER. No,*sirc.v ' . . 

Senp^'CFf^H^UJC^^ conduct a thorougli^nyestip^tion that 

' wojikr deter h^iiiewltetheaij^^ wW improper use of Federal funds 
; in this program? 

Dr.,AVrNEn.' Yes, sir. ^ ' 
Seifator Brooke. -And it is done with yoi^- five slaf^ assistants, or. 
jP^previously nine^aff assfstant?^ - * , ' ' ^ 

r . Dh WiNEiTxes, sir. V' 



" • . . -A 

. Senator Brooke. And you know, of no case iit which there has i^^im- 
'^n improper use of Federal funds in the student loan progi'am in any 

^rojbt^ietary school in Massachusetts? 

V DK Winer. Not since'I have taken office. 

Senator Baooii:E. Do you know of some'prior to that time? 

' Dr.lViNER. I read of some in the Boston Globe. 

; Senator Brooke. Has that situation been corrected ? • A '> 

Dr. Winer. Itisofar a$ 1 know, sir, yes, ' . X ^ 

Senator Brooke, Have you had occasion to report any cases, specific" 
cases, to the office ot the Attorney General since you have been clirector? 

Dr: Winer. Yes. ^ ; . <fc 
; Senatov JifioOKE. How many cases have.. you re^ported ? c. 

Dr. WixEK.4 don't have \\\y records in front of me, but I would make 
a judgment of at least six or seven. 

Senator .Broo ICE. And what has resultotl iii tliose cases? Have there 
boen'any pros^ecutions,. to your knowledge? * 

Dr. Winer. Insofar as I am able to yecall at this time, some schools 
have beQu required to repay the students and have^ been closed. 

Senator Brooke. So you have withdrawn the licenses'^? * 

Dr. Winer. Yes, we have. 

Senator Brooke. And of those six cases, none anthem involved fraud 
or misuse of Federal funds? 

Dr. IViNi'iR. Insofar as I have been able to determine, up, sir. ^ 

Senator Brooke. Of the six crises, what was the baais for reporting 
those cases to the Attorney General's Ofnce? - V 

Dr. WiNKR. Lack of proper facilities, lack of proper instruction, 
coniplairi/ts by students that they were not getting proper instructions, 
and the siibseqiient monitoring and evaluation of tl>e schools in regard 
to what the^' pr(^nised the student and what they were offering. 

-rrr technical institution fraud case 

Senator Brookk. Now, you have one^Nristitufion, ITT Technical 
Institution, that Is listed here by HEW as sli»&*^ng 201 defaults, cover- 
ing Jf'229,00(K Have you looked 'into tluit case? . 

Dr. Winer. Very definitely. ' " \ 

. Senator Brook?:. Wliat are your findings? ' ^ *' ^ 

Dr.. WiNi-'.H. ITT Teclmicai in the Boston office* is closing down ira 
pporat ions. The case for ITT Terlmical in its provioiiii operation, prior 
to Febru''ary of this year, is in tjie Office of the Attorney General. The 
ITT Technical School in tiie Ciielsea area is onh/ licensed to operate a 
single pj'ogfaiir. auto inechai.ycs. ' 

ELy-.f'lliONIC rOMPt'TER PRpGRAMl'NO SCHOOL 

Sehato!' BKfK)KK. Elertionie Coniputer J^rograniing? 
Dr. WixKK. Tit at scliool is out of business.^ 
I^euatoi" r^RooKK. As of wiuit date?. 
Dr. Wixr.R. Some time in 1074. 

Senafoi;. Brooke/ The defaults amount to,$110,000 the>e. How did 
that iiappen to go outof operation ? 

Dr. WiNKR. That was, one of ihe schools that was cited in the Globe 
Spotlight, and th^re was subseqiieiit judgTuenI aiid-action In"^- the 
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Department of Education jEtnd .fcho attoriiey general's office. The schdbl 
is now out of business, and the attornaey general's office has a case pej^d- 
ing against that school. ^ ' / 

STATE RESPONSIBILITY TO DISCOVER FRAUD CASfilS 

Senator Buooke. Well, we have to vvait for the Globe Spotlight 
Team to find this? What about the State's responsibility in this area? 

Dr. Winer. The State has since assumed . its responsibilities', sir. 

Senator Brooke. Prior to this time they had not assumed their 
responsibilities? 

Dr, Winer. I don't know.' I >vas not there, sir. 

^Senator Brooke. But there has been a change in your office, is that 
correct ? 

Dr. Winer. A marke(;i change, sir. ' 
Senator Brooke. And you are very zealously protecting Federal 
funds as far as the student loan program is concerned ? 
Dr. Winer. Most (Jefinitfely, sir. 

Senator BrooiIe. And you think that you have taken the proper 
precautions thab will protect us against another ITT Technical Insti- 
tute type of case ? ^ 

Dr. Winer. Very definitely. 

Senator Brqoke. It can't happen again in Massachusetts ? 
Dr. Winer. No way, sir. 

Senator IJrooke. I am glad to hear that. I hope you are absolutely 
right, Dr. Winer. 

\ 

BOOKLET ON STATE PRIVATE EDUCATION PROGRAMS 

Dr. Winer. May I bring to your attention a booklet that we have 
i-ecently published. The Spanish and Portuguese version will be forth- 
co;rning m Hie next 6 weeks. I have several charts with me which I 
won't show yoli. We-have de^veloped TV and radio spots that will be 
in English, Spaiiish and Portuguese, thdt will blanket the St^ate in 
order to develop moi-e awareness and« better educate the consumer on 
rivate career schools and educational institutions throughout the 
tate. 

Senator Brooke. This pamphlet and the chaits will bp made a part 
of the record, Dr. Winer, and I am very pleased to have your assurance 
that what has been a pretty bad situation has now been improved 
and you fee! that you have put in sufficient safeguards to protect us 
in the future. ... 

Dr. Winer. I feel tMit way, sir. 

Senator Brook?:. 1 ara happy to hear you say that^. Thank you very 
much. 

Now we will have as our next witness, Paula Gold, division director, 
office of the assisttjint attorney general, who works in the area^of con- 
sumer protection. All of the students who get loans to finance th^ir 
education are consumers. We hope Miss Gold will be able to shed light^ 
oil the problems they may be having as well Ss other problems associf 
ated with the federally insured student loan prdgram. , * ^' 



CoNSUMKR JJrtifracTiON Division 

STATEMENT OF PA^AT^GOLD, ESQ., CHIEF OF THE CONSUMEK 
PBOTEC^pjr^IVISlON OF THE OFFICE OF T'Ae ATTORNEY 
GE^aeoSx^OF the COJ^MONWEALTH^OF MASSACHUSETTS 

'ACCOI^SnXED by BICHARD gross, ASSISTANT ATTORNEY GEN- 
E^^i^CONSUMER PROTECTION DIVISION ^ 

Senator BR^^AIiss Gold, we are really running out of time. You 
have a prepared st^^ent '{ 

Ms. G(^.D. Yes. 1 ^^cl,. however, like to read it because it does 
summarize the activity o-P^* attorney general's office in this area and 
bears directly on tlib question^$<^ou asked before. 

Senator Broukk. You may pi^^d, Ms. .Gold. 

LOAN STATUS Al'TKR ff^OOL CLOSINGS 

Ms. G(u.D. I woukl like to add at this^int, something I think is 
relevtujt to what you had asked a prior \mness. We don't take the 
position in the attornej^ generals office that wWi' a school closes, that's 
the end of it. We are actively pu'rsuing J^eople wlWhave recently closed 
in Mas.sachusetts to get money for the Fedei-al (WyGrnment, not be- 
cause necessarily we view our job as getting monmior the Federal 
Government, but" we want these stuch?nts released iro^ their obliga- 
tions, and in conjunction with this, we have recent ly\equested the 
, Federal (Jovernment join us in these suits, and we were unsucQ^e.ssful 
in getting tlu; Federal (Jovenuncnt to join us in this suit, initially 
anyway. ♦ , . 

We then fil^^d a motion to have them named as party plaintiffs, 
though 1 will tell you we considered filing a motion to have, them 
named as party defendants. It was unclear to us /Whether or npt they 
had really failed in their- responsibility and should, have been de- 
fendants. K(»cently we have learned that the Ij^ederal Government will 
join with us in one of the lawsuits that I aui^talj^ing about, and I think 
(his is very important. To k(H>p going iifpov stmlents who really have 
been defraud(Ml because they havi^ takeii courses of education which 
were'bf no value and expe^^t them^tl^ pa^ for it, is going after the 
wrong source. 'Also it is not iu Jvt^vping with the deep pocket theory 
of litigation. Soine of. tlu^se schools nuiy hav(> substantial amounts of 
money . and so 1 just \\;apte(l to j>oint out that, in our view, when a 
school closer, that is nartlie end of the issue. The issue remains because 
the students have j^ofitrautod and have outstanding indebtedness. 

\^ ^ ' - , 

(T.KTIFICATIO'N OF i«R( JPHl KTA K Y SCHOOLS " 

Sei^tor Hrookk. Thank you^Ms. (iojd, for a very excellent state- 
ment. ^ne question coiyes to mind. Why is it not the'Vesponsibility of ^ 
the olH<'fy)f privat(» s<'hools. ^ate Department of Pkhication, to -better 
C(M t ify thc^(' pr()pri('tary scli%)ls ^ \ 

Ms. (i()ri[Kl think (hat is' another area in terms oi^^nu'tification. A 
number of tm^e schools are national schools and because the FISL 
program is a F(^eral piograrii, 1 think thi.* Federal Governme^nt sliares 
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the responsibility. You also heard ^bout the $taff that exists in terms 
of Massachusetts and the job that is necessary! in terms of certification. 
I suspect tht|i,t it might be possible' also for the State Department to 
require that kind of informatipn and look fojr it as well, but some of 
this is a national pattern. A number of the sclkools we have dealt with 
have schools throughout the countrj^ and therefore there may be a role 
for the State, but there certainly is a role for tne Federal Government. 

Senator Brooke. I think it is a joint responsibility, but I certainhr--. 
*think the 3tate has the prime Responsibility since they J^re the'licensi^ 
agency here. I mean, they are the ones who dejbermine \Viiethet: license 
should be given. They are the ones who determine whether license 
should be revoked, if the school should be closed. They ifiave pretty ' 
broad powers. You come in after the fact, a^d you don't have that 
primaiy responsibility of looking at these schools, but the^ do'. They 
are thk ones that have to safeguard us. I was glad to hear what Dr. 
Winer said, but as you very well know, we w^ldn't have that many 
violations if in the past this haa been done. 

FLY-BY-NIGHT SCHOOLS 

You get a lot of 'fly-by-night schools. I reniember years ago, jjroba- 
bly you don't remember, but I served as attorney general m this 
Commonwealth and we had dance schools that _came\t^rough> here. 
Thev opened up and we founji out they wer€ literally fleecing people" 
of tnousands and thousands of dollars, parjticularly elderly widows, 
and then y6u wmlhl:get on them and tliey would cl6se their (Jbors and 
leave town. We were sornetimes-powerless to do anything about it. I 
am just wondering if we can't prevent, as well having the attorney 
general come in. And incidentally, I want to comniend you, ana 
. tnrough you, Attorney General Bellotti, on the positive action you 
have taken On^tiii^This will certamly act as a deterrent to many of 
these schools and i ttope you will transmit my commendation to the 
attorney general fbv the good work being (Jone in this regard. 

You know, <\v^ keep getting allegations, but that is not the whole 
answer by aily means to our problems with' the student loan program. 
Here in Massachusetts, taking the ijgures we have, 40,000 out of 300,000 
in these private proprietary schools, that is a sizable amount and 
important, fo be sure. But people wi»ll grasp that right away. Xhey,'ll 
say, "Well, th^t money is going right down the drain. These schools 
are opening up Just to get the P^cderal dollars and the students are 
getting notning. ' The injury really is to that which is done to the 
student. V ' 

I am gladp^ou put the emphasis \n the right place. It is pretty tough 
to have to pay back a student loan — in today's job.mai^et anyway. The 
unemployment rate in Massachusetts I think is about 13 or 13.1 per- 
cent at the present time, and climbing. It is very difficult for students 
even frorft the best institutions to get a job, and then to require the 
stu3^nt who has received really no educatibn to pay. off the loan — 
weU, that can be too much toAear. ' 
' I take it, then, that it will fethe policy of "your office to prpsecute 
\?^here\er there ^ie violations q| State law, or as in this instance. Fed- 
eral law? 

Ms. Gold. AbsolMely. 
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Senatot Bkooke, You will prosecute them, and as I said, once the 
word gets around that Massachusetts is not a haven for these fly-by- 
night schools — and I hope that this will be true in other States 
throughout the Nation— perhaps this will act as. a deterrent, 

I don't know that there are any more questions that^I want to ask 
you. I think you have covered the ground very well, hut there may be 
some arid if so, I will submit thjem'to you in writiijg and have you an- 
swer thpm for the record. 

Ms. Gold. Tliat would be fine. We will be happy^to do that. 

J STJBCX>MMITTEE RECESS 

Senator Brooke, ^bank you very much for your testimony. ' 

The subcommittee will stand in reicess until 1 ;45 p.m. and at that 
time we will proceed further. Thank you. 

[Whereupon, at 1 :15 p.m. the subcommittee was recessed, to recon- 
vene at 1 :45 p.m. the saixfti day.] ' . . - 
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(Afternoon Session, 1:45 0*Cloc?k, Friday, October 17, 19Y5) 

. STUDENT LOAN PROGRAMS 
Department of Health, Education, and Welfare 
Staff Witnesses, Region One 

STATEMENT OF PANEL, REGIONAL STAFF OF DEPARTMENT OF 
HEALTH, EDUCATION, AND WELFARE: 

WILLIAM T. LOGA^f, JR., REGIONAL COMMISSIONER OF EDUCA- 
TION FOR REGION I 

THOMAS O'HARE, ASSISTANT REGI0N:AL COMMISSIONER, DIVI- 
SION OF GUARANTEED STUDENT LOAN PROGRAM 

CHARLES/ BECHTOLD, SENIOR PROGRAM OFFICER, DIVISION 
OF POSTSECONDARY EDUCATION AND RESPONSIBLE FOR 
STUDENT FINANCIAL AID PROGRAMS 



, ^ INTRODUCTTON of W]pi*NESSES 

Senator Brooke. The subcommittee hearing will come to order. Next 
we have -regional staff of the Departn)ent of Health, Education, and 
Welfare. Tne Federal witnesses are William Logan, regional com- 
mfssioner of the U.S.. Office of Educatiou; Dr. Richard McCann, 
his deputy; Thomas O'Hare, assistant regional commissioner; and 
^Charles Bechtold, who is responsible for the direct student loan pro- 
gram in this region. 

Mr. Logan. Thank you very n:;iuch, sir. I have a prepared statement 
which I have submitted to your staff, and I would like to talk from it. 
' . Senator Brooke. I wish you would do that, and I am going to ask 
J all witnesses to do that because we do have to push on today and I 
would liJ^e to get to some questions. 



OPERATION OF STATJ-: OFFICE OF EDUCATION 

Mr. IxxiAN. It appeared\that you were concerned with the operation 
of^our program in Massacliusetts primarily, and I think it, has to be 
understood that in Massacnuse'Us wc deal with commercial lenders, 
savings and loan associations, mutual savings banks, credit unions, and 
we have some public and nrivate proprietary in.stitutions of post-sec- 
ondary, education makes loans to qualified students. Our office^ the U.S. 
Office of Education, guar a titeej^ repayment to these lenders either di- 
rectlyj'or through reinsurance of the State guarantee agency which is 
the Massachusetts Higher Education Assistance Corp. in this case. 
The majority of the loans in the Common wealth are guardtiteed by the 
State agency and thei:e are 20 other lenclers^ primarily colleges and 
universities, whose loans we guarantee directly from this regional 
office. \ 
^ ^ (71) A 



ERIC 



9^- 76 



72 



' Because Mr. Cosgrovo, the executive director and treasurer, will tes- 
tify next I will allow him to talk about the operation of the State 
agency and I will now confine jny remarks to the operation of our pro- 
gram with, direct Federal lenders. 

Since the first university in Massachusetts became involved— that 
was Harvard in 1972— $36^,650,000 has been loaned to 19,850 students, 
who normally do not qualify for assistance under the State guarantee 
program, that being residency. Totiate, we have processed no defaults 
and we have had only three death claims and one bankruptcy cl?iim 
for a total volume of $9,283. W^e realize that not much of this paper 
will be maturing. The part^ipation has been relatively short time, 
but we have targeted our effbrts as these people have come into our 
program on default prevention and we hope this low i*ate will prevail. 

PROPRIETARY VOCATIONAL AND CORRESPONDENCE SCHOOtS 

Unlike the record cited above, our experience with proprietary voca- 
tional and correspondence schools operating in this State has been far 
from exemplary. Because loans to students attending these types of 
institution's may be made outside of this State and U^is regional of- 
fice's jurisdiction, we have no current, accurate, presently retrievable 
data at our office on the humbej^ of loans made. However, on Octo- 
ber 15 a rempte terminal for our automated data processing system 
has been installed and we hope this will rectify this problem of ac- 
cessibility of data. So without exact knowledge as to the number of 
loans made, we have, however, processed^^54 claims and have recom- 
mended payment of 139 of these for a dollaiM^^lue^f^li^yl^4.^^ 

Of the 254\claims submitted, 89 have come from 3 lenders serving 
students at 1 correspondence school — the Lafayette Academy in North 
Providence, R.I.; 95 claims are on hold status.^ue to investigations 
concerned with the operation of two branches of Electronic Computer 
Programing Institute which ceased operation in Boston and Worces- 
ter, and I was pleasecl to hear Paula Gold's testimony and you have 
heard that we have been able in this region to have cooperation be- 
tween the State attorney general's office and this office, and we have in 
fact, as she recommended, at this office originated the policy that we 
would not go after defaulters when the school itself was in litigation. 
We think that is a sound policy and agree with it. 

The balance of the 70 claims come from Itoders in the Stale of 
Vermont. Our office is currently charged with the responsNMlity of 
•reclaiming for the U.S. Government, a dollar volume of $1^42,000 
from 1,903 individuals. This represents notes owed to the U.S. Office 
of Education as a result of paying off lendei*s. 

These 'Case files have been assigned to the regional office on the basis 
of the last known residence of the defaulter whose loans originated 
throughout the United|States; 940 of these defaults Were made by 
students attending 4 p^prietary institutions: Bell & Howell Schools, 
International Telephone & Telegraph Technicalsjnstitute, Control 
Data Institute, and Electronic Computer Programing Institute. An 
additional 20 percent or about 380 defaulters were oi'iginated by stu- 
dent§ enrolled in other proprietary and (^rrespondence^ schools. The 
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balance of the files come from attenclers of public and private non- 
profit institutions. - 
Wevhave welcomed your recent congressional actions to strengthen 
our regulatory powers, especially in the ajea of limitations, suspen- 
sions, and terininalioiits of institutions with compliance problems, once 
again repeating what Paula Go)d has said. We are very thankful and 
we havB used these authorities to increase the viability and effectiveness * 
of the prograiii^ 

EMPHASIS ox DETA'ULT PREVENTION 

Similarly, our emphasis for the past 2 yeai-s has-been on default 
prevention when our regional staff was increased from bne profes- 
sional employee and a part-time secretary to our current stalBt of six 
professionals and four support staff. But as we should render service 
to over 1,900 lenders and 719 postsecondary institutions, we have 
difficulty completing! institutional review with each entity even once 
in every 4 years. It must be obvious that ^nost of these mstitutions 
have never been^visited by a member of our guaranteed loan program 
staff. Although our challenge is monumental, we arq appreciative of*. 
past congressional support which provided the eight additional staff 
members since 1974# 

NATIONAL DIKECT STUDENT LOAN (NDSL) PROGRAM 

The other Office of J^ducation sponsored loan program is the na- 
tional dfrect studeiit loan. T he jiational direct l oan pi'ogrjini„ . 

"MaHeil'wTrh the hJducaTiOirSmenSments of 1972 and is a continuation 
of the old National Defense Education Act of 1958 as amended. 

The national direct student loan provides low-interest loans to 
students with the eligible institutions of higher education acting as 
the lender instead of a commercial loan organization. The other dif-* 
forences from the guaranteed student loan program are : a needs analy- 
sis is re([uired for all students, the loan maximums differ and 
provisions exist for feacher and military cancellation. The interest is 
3 percent veisus 7 percent and there is no guarantee charged, no fee 
charged. Finally, and this is a problem, there is no provision in tlie 
language of the national direct student loan law for defaults. The 
loans are classifi(Ml as delinquent. 

When the Federal, Government became involved in the national 
defense-student loan and provided the schools 'with money for loans 
there was no real understanding by the schools of the requirements of 
being a lender, particularly as it applies to due diligence in its billing 
and collection of loans. 

It was not until after approximately 5 years of the operation thato 
the emphasis ^^is i)laced by the Office of Education on due diligence. 
Some schools 'had been in the program since its inception and had 
l)\iilt up a backlog of old uncollected loans. Because there are no de- 
faults, many of the loans are .still carried with interest accruing. 
Another problem that makes the national defense student loan 
billing and collection ^look adverse is the delay caused by the paper- 
work for processing cancellations and deferments. 

>/8 
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MEETINGS Al^D WOttKSHOPS USED TO HELP PREVENT DttAV^jT 

W6 are atjtacking the problem of delinquency by onsite monitoring 
with the constraints caused by limited staff — there-are onl^ 3 profes- 
sionals to handle the 1,294 programs of student financial aid. We also 
held, three, 3-day workshops in the region, co-sponsored by the Na- 
tional Ai^sociation of College and Univereity Business Officers, which 
have been extremely suecessful. 

Senator Brookje. What groups were present at that meeting? 

Mr. LooAN. Charles, can you answer that? 

Mr. Bechtold. Our last meetinjg was at the Copley Plaza, About 
490 people from throughout Region One, and some from the New 
York region were present. It involved principally fiscal and business 
officers of th^ postsecondary schools. There were a few financial aid 
officers, but mostly business officer^, those who had the responsibility 
for collection. Now, in addition tp that, there were representatives 
of batiks and lending institutions involved in the guaranteed insured 
loan program. 

Senator BnooKE. Do you sponsor any sort of a seminar or meeting 
whereby you. do invite bankers and financial aid officers to attencll 

Mr. Bechtold. The State financial aid offices have sponsored or 
^j&ndeayorcd to sponsor some meetings jointly wilh bankers and finan- 
cial aid people to get a higher degree of cooperation, I know in th.e 
past when I was with the insured k>an program I have seen Mr, 
Cosgrove ,and also Mr. Hoist when I was subsequently out of it, at 
those meelpings/ and participating very avidly with financial aid 
personnel. 

IMPROVED COMMUNICATIONS WITH LOAN OFFICIALS 

Senator Brooke. Some of the testimony we had earlier today Would 
indicate kind of a lack of cooperation or lack of communication be- 
tween the regional officials, the banking institutions concemed, and 
the financial' aid officers. I wns wondering if anything was being done 
t(% cor/ect that? * « ' 

Mr. Bechtold. Let me say this much, there is" a constant argument 

• going on between those that are involved in theiiscal field and the 
financial aid field, not only in the commercial lending area but also 

./ within the institutions of pos.tsecondary' education themselves, as to 
who will tlike care of certain functions as it applies to th^^ir pwn field 
md othov aspects of the financial aid. There are many attempts, how- 
ever, to bring the two parties together and- this is one of the things 
we have had to do in the campus-based program, is to have the fiscal 

• office wo^k very closely with the financiafaid program people, I can't 
speak so much on the banking end of it as perhaps Tom O'Hare can. 

Senator Brooke, Mr: O'Hare? 

Mr. O'Hare. There are 411 banks that are currently involved with 
the guaranteed loan program in Massachusetts, Now, where Massa- 
chusetts is a State guarantee agency-type State, we cooperate with 
the State agency in meetings; workshops, et cetera. The last group of 
meetings thafe we held were 2 yeffiis ago when ,the regulations were 
' changed on the affidavit, and the in^duction of the form 1260, which 
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is a supplemental form. We did hold across the State, under the 
leadership of four major banks, meetings with area banks. Invitations 
were sent out to all of the loan ofEcei^s, the commercial loan officei*s 
handling the guaranteed loan programs in those banks, and they 
were given the option to come arid the attendance was excellent. 

Senator Brook k. Fouv hundred and eleven banks are presently in the 
program. Is this an increase over the previous year, or is that a 
decrease ? 

Mr. O'Hare. Let me just clarify that. Of course, Mr. Gosgrove and 
Mr. Hoist can add to that. There art^ branch bunks in Massachusetts. 
These represen^primarily the main banks. There are several other 
branch banks that are also involved, so that figure would be increa.sed 
probably by 100 or 200 banks. 

I would say it is an increase, or a slight increa^. 1 would have to 
compare that with previous printouts we have had. 

CHANGES IN BANKS INVOLVED 11^ LllNDING PROGRAMS 

Senator Brooke. There was testimony this morning that some of the 
banks want to'^get out of it or have gotten out of it, Are they being 
replaced with others who are getting into it for the first time? 

Mr. O'IIark. I think Commissioner Logan can probably answei^ that 
better than I, 

Mr. LooAX. Senator, we have fouhd that, as we have said, we did not 
render the kind of technical assi.stance to tjie banking community over 
the'Y)ast few years, and our offoits^ha've been on due diligence. Also, 
in those cases where our lender examiners have warked with banks, we 
have found that the original officer of the bank that was trained for 
the program may or may not hold that position today. He trained the 
next person, and he trained the next person. We find out that they 
have not kept current, that they were not collecting what was allow- 
able, a^id we find that probably four out of five cases, the bank, when it 
found out the interest rate to which it is eligible with other benefits, 
find out t*lu»t it in fact is an attractive type of loan, that it is not the 
deficit typo they had felt it was. So the more times we have been able 
to servirt^ a hank, the better it has be(^n in holding them int6 the pro- 
gram. 'If we have had ail opportunity to work with the bank and show 
that this is good business, then wc have been able to hold them. So 
then* were t\\*o 'problems — one, default prevention and, two, holding 
lending instli;utions in the progrm. 

Mr. (')'l Ltruji 1 wo^dd like to just add to that. With the advent of two 
lender (examiners that we uhw have on our staff, and that happened 
after January of 1074 — so wo are just recently into that 'kind of ac- 
tivity» and we should have been involved years ago when the fii*st 
bank bec^anu* involved in the prograni — the two lender examines that 
I hnve. have \ isited I believe IK) bank.s in Massachusetts since 1974^ 
r have gone along on several of those visits? and it is rather an interest- 
ing kind of visit in that, as ronimi.ssioner I^gan says, you are talking 
to a i)ers(>n in numy in.stances who has been replaced seven times over 
by individuals who have never seen a Wderal officer or individual, 
who hiive been dealing directly \\]th our office in Washington on a 
statistical gatliering^ kind of samp«ng'type thing. 
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Since theseT^wo men have been working wo have been able to i^- 
cover — I don't have the exact figure/ but of the Massachusetts banks 
alone, a sizable amoiinti of interest that was billed improperly.' We.have 
developed excellent rapport with these banks so t^a<i when they now 
have problems they are asking our services to come and visit an(i 
correct situations. That never happened prioi^ to 1974 with myself 
attempting to run a nrogram that had approximately 1,938 lenderk 
Jhroughout Njew Englkind and approximately 719 institutions. It was 
just physically impossible td; contain that kind of a program. 

Senator Broqke, Tliank you. Mr. Logan, would you like to finish 
your statement? . ' 

NEW FORMULA FOR DETERMINING DELINQUENCY 

Mr, LooAN, Well, we are just pointing out the fact that we^ave 
just revised a new formula for delinquency determination, and it rests 
on the relationship^ between the number of accounts repaying and the 
number not repaying. We are developing a regional study at this time. 
From the inception of the program to the end of fiscal 1974, $130,- 
180,000 has been loaned to 130,425 students. 

The cumulative principal amouht past due is $4,049,879 out of, a 
total amount due and collectable of $37,358,711. The delinquency rate 
for Massachusetts is 10^8, percent, and,r.this is higher than the nation- 
wide average of 9.9 percent because mAny of the schools, inany of the 
schoolsvliere in Massachusetts, entered the program at its inception 
and because they did not perform proper due diligence, therefore cre- 
ated a base of old loans. > 

With the advent of the new tript^rtite application for developing a 
better grasp on the needy student, the funding in Region One and 
Massachusetts increased to the point where we are able to meet ap- 
proximately 40 percent of the demand upon current appropriations. 

* ' PRECLAIM ASSTSTAXCE* TO LENDERS 

^ Senator Brooke. Thank you, Mf . Logan. What sort of proclaim as- 
sistance do you provide lenders who are having trouble with federally 
insured student loans? When they have problems, how quickly and 
in what way do yoi^ i*cspond ? 

Mr. O'Hare. At the present time we have 17 .universities and col- 
legos that'are Federal lendei-s in Massachusetts, and there are 4 banks. 
The four banks are dealing primarily with the correspondence school, 
Lafayette Academy, in Providence, Rhode Island.' As far as proclaim 
assistance^ we have been performing it by the limited staff that we 
have, and we have recently received an alloc^ation to hire a full-time 
claim examiner* We are curtently operating under a part-time exam- 
iner who has been assisting any claimant, any bank that sends, or any 
institution that sends a claim to us, we have oeen assisting those lend- 
ejj*s in getting in the proper forms, et fcetera, to submit that claim fot 
payinent. ' 

Now, undeta^knding that we have not had a great number of claims 
submitted to us, prior to a year ago all claims were submitted to our 
Washington ^office and they were paid through our Washington office. 
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At that time |fiere was no claim assistance performed whatsoever. 
So by regionalizing, bv. allowing the regional offices to become .in- 
volved in this, we are oetter able to handle that problem. 

IJVCK OP COOPERATION PROM REGIONAL OFFICES 

Senator Brooke. One of the common criticisms of regicUal offices 
around the country is that they do not respond t6 memberp or guar- 
antee agencies in their questions and their requests. How would you 
reply to this criticism? ^ ^ ' - 

Mr. O'Hare. I can replj in relationship to our region. We are ablfe 
to examine a claim witnm a week and make a recommendation, as 
we have made on the number of figures that have been given to you. 
We have submitted those to Washington for payment. 

At the present time, a number of tJibse claims that we have in the 
•regional office are involved m a situation with one school that is' no 
longer operating in Massachusetts, which happens to^be ECCI. We 
have probablj^the bulk of our claims belonging to that school. Because 
we have entered into aji agreement with the attorney general's office 
itiiA because HEW General Counsel has given us permission to go with 
the attorney general's office, we will not honor or pay those claims. This 
will be a pattern which will be followed throughout the regional of- 
fices, I think. ' . ^ 

I think that 6ther than otir Atlanta office — and I can't speak spe- 
cifically for the other regions — but those that I know that are work-' 
ing with outside agencies, I think primarily, all of the regions are 
now working with the attortiefy general staffs in their respective States, 
because they see this as a viable way, and as the Federal arm of the 
program We cannot policy the aqtivit/ without the assistance of the 
attorney gene rati offic 
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Senat6r Brooke. Does the U.S. attorney for a district have anj^ 
part at all in these claims? Do you send over anything to the U.S. 
-attorney? 

Mr. Logan. Senator, we had asked — and I think we„are kind of a 
forerunner in this because of the williagness and cooperation on the 
part of the Regional GiTO office and the'^ll^attorncy^s office. Depart-'' 
ment of Justice— oip'..^i^j*«tef)olic^y,,j>^^ was that we submitted 
these claims to p«f C!|5irff^,jm to Justice, for actmai. Now 

that is a long^felW^^^^mir a willingness on th^^rt of the 

Regional Office oTUiVO tjo p-^ss there and^.]^K«rfep^ to 
Justice, At this time, two ||#^ur regional Qffi^«?A on^^t programs. 
Wo do not happen to hefS^ne. We hj^vj:.1s^ lo/pilot something 

else. ^^^^yjft^- y 

But there has^&en thatnoiig delay, you see, bj>t!ween pi:ocessing at 
headquarters, tmi'ftfi^^bii|r^.0^ then to come back 

and deal with spmebody, trfvd turn Hack arid>^«al with somebody in^ 
say,onorthern Vermgn^r<>r somethin^^of Ua^&ort. Thqre has been that 
delay. ^ I 



I-|ilso would like trftfead to this business dtour office responding, We^ 
are blessed by geography; of being very, yevy close to most of our cli- 
eiits. As w6 developed our requests for tra^vel and. so forth, we look 
atMiQw many day trips can we take. W^'find that wit^n a^radius of 60 
miles ofc this •oftice, we can liit riioBt of our 'mUjor insytutLons and a 
gre<it bulk, prpbablyJialf; of our lenclers arc Ayithin an hour?of this 
-office. We pjLan oiu* trips and our men, when the;y go to northewi Maine^, 
\^^e make sure" theyiiit Bangor, and that sort of thin'ff^ So the fact that ' 
we are tlose to-our elients,* veiy close geographicalTy, and we do not 
have to spend a gr^at jieal of time traveling to and f rom^ out men can 
see more than perhaps^i another ,i'egiorial officelwhere it is a 2-day 
trip to make-ji l.day iica1l.4 think the proximity has been very helpfuL 
to us in terms of response and they feel perfectly-free tp call, 'So I tihij:ik 
we respond on that basia. ' ^ ' J ' 

4\ND0VER BUSir^JCSS SCHOOL CA^K ^ v ^ 

Mr.^O'HARE. Could^ add^ Senator, we have caie situation where we 
arQ working with th^.U.S! attorney here in BosKSn/rhisJaappened to be 
a proprietary school— Andove/Business Sc}*<oa\— that was*written up- 
by /the Globe spotlight team ih the early pfa-geg of our investigation. 
When I. found that there were problems v4th that school, we turned it 
over tg^ tl^ie I nvestiglition'SejCurity-^Depdrlmen mthih "HEW ^tntj^it 
was upon investigation by^luit Vganjzation that subsequenUy brbught 
the case to the' UiS.'attorney's office, • ' • . ^. \^ « 

It is currently in the U.S. attorney's office, almost' 3 years' after the 
/fact. There are some^2 causes that are al.lead of tliis, prforto bei'n^? pi'c-^ 
selited to the,court.\J^ow, onp of the i^roblems that stems from our ciu- . 
*rent regiilntion;s-i--it get^i5 jnto *our current regulations, whioh are e)c- 
•H?eHent--~they r?f^l]y la-ck the kind of crimi^m"! code in s^ne' instances 
that we >shonl(l recQgnizic^as helpmatesin this kind of ajprbgr^fm;, Qne of 
the j^rohlems.that U*(^aceMS'tJ>^; deliberation of intent, and there ace 
literally ;no coVQi'ag-es-i?i any f©rm or affidavit' that *we are using that 
dispds that (juesticm.of ihtent^and I thJnk this Is an aj-rca that'would 
strengthen, really stlt^ngtheji,"Oua- \)rogram. If we^could spell out iij de- 
tail what we niean^-hqt-tho usual kincj of ."penalty of $10^000 aft(f .5- 
yeJir'' ty^/ thing.' If we could spell out in 'detail on every affidavj^t whtit^ 
• is nieiuit oy-Viol^tlW; what^the violation wbuld^Wan.to'an owner of a 
'srhoonNvhat t h e v io 1 a t i on^^ilu Id^ m ean ^ to a stu3ent>^«o that there 
would be^^<inu^stt^ am sure, would bejiaore 

apt toJ^|j<Trfhose (h^os than t\mf are now, of handling a $1,])00 viola- 
tiarfTn a I " . S . XH*)\ir t w he re rm t u ra 1 Py t he y aTe ' rel u c ta n t to do' t h a t k i ri d 
(of thin^.:I think tlits is one of the probleins at this tiine. Strenglhcfni^g" 
\(yui'' regul{itionsv.has been an excellent tiling. We needed that kiyd of 
Hiing. Wo have to he very careful in- using that authority, BtU I think 
no\v,wt^ {frej0^i,the thh^sliold of seeirfs: if we <\m st j'engthen that 
chailgihg t)ur forms. BasicalJy, it „would accomplish d gred.t deal; . - ^ 
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iDfc^^AULT li/VTB COMPARlSOl^ OF STA'lTS WITTIIN R^IGION I 

Senator Brook^. How docs the default rate of all guaranteed loans 
Massachusetts compq^fe with the ratesJ in otlier States in this region? 
Mr. O^Hare, I can give you the default rates in every State but 
.M^ssach^isetts. Mr; Cosgrove, I am sure, will give ^iiititatjl^id this 
yesterday so statistically .1 hop.e that I and rny (^solleagues are co 
Connecticut had a Fegpit/^d default rate of 6.^ percent-; Maine 
.default rate of 4.5 percent; New^ Hampshire has 4,1 percent; Rhode 
Island has 6 J percent; Vermont has 4.1 percent. 

'Senatol' Brooke. Mr. Cosgrove, out of turn, .what is the Massachu- 
setts rate?\ " ' " ' ' . , 
Mr. Cosgrove. Our present defaul^ rate is between 5 and 6 percent. 
^SJSfaifcai^E^oKE^ Sx>.6 percent is about the highest in the region — 

or G.Sls thehi^^ _ 

, M»r. O'Hare. It was 6. ^ 

Mr. Cosgrove^ Senatdr, may I ask a question out of turn ? 
Senator-BRooKE, Ceitainly. / - " 

Mr. C6'soKOVE. Tom, were those default rates you were ^ving for 
the Federal pvogvuth in those State* or the State program j . - 
Mr.*0'HARE.yhe guarantee ageno^. Our default? rate On the Federal 
* program^ we liat^e no way of measuring that at this ppint, but getting 
inforin'tition^ out of thcvcomputer syst^iu will assist us in that.area. 

0NJVrET 8T0i)iiNT DEM AND. FOR ^.OANSi. 

' ' Senator Brooice. Mr. O'Hare,. ha?ve you Made any kind ^i^qheck as 
~ ta unmet studenf demand- for Ioa;ns^ and if so, whatTiave yoii^tmind? 
* Mr. OTIakk, Ganasked me fed gather that infgrmation. I have>p^nt 
a weel^ tryjngjo get information. Now, the only way that t kn 
that we could do it^^and the method that we attempted to do rt in,, an 
we vVere unsuccessful, was to find out ,flrorti, the State -d^partnlent of 
education , how many students were collei^ bqund or po^tsecondary 
liound, say;in June..3^hey foMnd it^ih'iposSble fo ^ive us-an' accurate^ 
figure. ' * ; ' o V 

The only way that I would* know to gather cthat information would 
be to go by institution, and we did not have time to do that^ 
' Senator Brooke. If you can, wQuld you do tliat and submit it for the 
' i-ecorcl ? . * s'' , i . . • , 

Mr.O'HARE. Wewill.' , . - 

' Senator Brooke. I have other questix^ns; but in tlie interests of time 
and the witnesses that are here, I will submit them to you in writing 
- and asTc you to submit tlle^n for the record. Thank you all very much. 
[The information folloWa:] ' <^ 






HIGHER EDUCATlON^ A'SSISTANCE 



CORPORATION 




Subjecf; Data On 'MHEAC HELP Program » 

Dear Senator* Brool.'^e^, „ > ■ ■ .% 

During the testim&ny before the Seriate ■, 
Appropriations Committee on October 17, ,1975' * 
you requested' a variety of information,, regard- 
ing the HELP G.uar*inteed Studenf^^oan Program* 
in MassachHsett-s administered' by^ our agency,. 
-The data requested is enclosed, 

, As Mr. CosgrpvG^ reported 'in hi^ testivmony, 
the hlELP program has. bejfeji in operation since <j 
1956, ^p^;ging this-* time it has produced 224,957 
loans witK a vaj.ue of $242 , 85a, 925 , $86,957,864 
h^as been 'repaid ajid $155,893,061 i^- outstanding. 
In the last three years the .loan volume has been 
, ci.s * f cfllows : ' ■ ' >. " 



Number of^ Loans 

1972 ^ 22, 151 . 

1973 / 22,649 
l^r4 . 24,968 



Value of Loans 

$25,548,113 
$29,716,864 
$35,597,041 ■. 



Attached ar^ analyses -of the distribution 
■• , of loans by sex ^ income- au'l acidemia year. ^ 

. ' ■ . • . ^ : ^ / ^ ^ 

-We s^re convinced from our daily experience , 
*' ^ that there is no discrimination bein.O practise,);^ " 

• in the opera<tion of th£s program, F;>rthermpr'e 

, there is good evidence that loans ai^e in ^ fact 
/ available to applicants who have no e^.-feablished 
aqcouhtB with banks and to those with 'little 
't or np balances in such accounts as the" families 
- may have . The statistics provide soJ.id basis 

" ' , for this conclusiQri, 

Alsb djiclosed is^A complefe list all leaders ^n Massachus 
who cooperate in this' prograifi. Included is a list of* the . 

.participatirtg P.osfoO ^fcan^c^, We^ regularly provide tijis, second ' 
1;ype of ' in/ormatlori where » ^leeded , As you will note, from the 
in1;rbductory stajfcfement to the Complete list, \ participation in 
the^HELP prograji) is voluntary. An apfi>Ti cant cannot demand 
a iQajj but^^ll participants have agreed to make loans without 
discrimination 'and in accordance with the rules of the progr^, 

c ' Sincerely, yp 

elfae Hoist 




ident 
Josep^i F, Cosgro^ 



Treasurer 
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MASSACHUSETTS HIGHER EDUCATION ASSISTANCE CORPORATION 
HELP LOAN DISTRIBUTJON ^ • 



Distribution By S^x ,^ " 

XliaoA'ns from D(?cember 1, 1969 to Auf^ust 3;, 1975 



Male 



Number 
ai,466 
53,259 
134,725 



Percentage 
61% 
39% 
K)0% 



Distributio n By Income - ^ 

— ' i 

All loans from April 1, 1970 to August a;, 1975 ' 



Adjusted F^uni'ly Income 
Less 'than $ 1,000 
$ 1,000 - . 3,^000 
3,000 - 3,'000 
5,000 - 7,000 
7,000 9,000 
9,000 *12,000 
12,000 - 15,000 
, 15,000 iDr over 



Number 
6^98^ 
11^066 
13,222 
16,21^ 
18 , 202 
27,884 
22, '482 
: 15,685 ' 
131,746 



Percentage 
■ 5.3% 
8,4% 
10 ,0% 
12.3% 
13.8% 
^ 21,2% 
■ 17.. 1% 
^ Xl»9% 
100. Q% 



Distribution By Academic Year 



All Toans from June* 1, L969 to August .31, 1975 



**re&hman 

Sophombre 

Junior 

Senior 

Graduate 

-Middle 



Number 
39,644 
32,730 . 
2§,912 
25,703 

^21,858 
l,v, 208 

150,055 



Pe^centac 
'26^ 
22% ^ 
19% ' 
.17% 
l5% 



100%' 



PARTICIPATING LENDERS IN Tl^E HELP PROGRAM 
MASSACHUSETTS HIGHER EDUCATION ^^fSSlSTANCE CORPORATION ,^ 

'•Lendcf-s agree that HF-LP iQans will comply .with the re- ^ 
qu irements^ of ' the plan. Borrowers and ^^chools must qualify 
under the terms of the program. No lender is obliged to 
mako any specific loan and borirower&must find apd negotiate 
Vith -a lender willing to'make loan. Di ligence/ must be 
maintained by all parties ,to conform with the requirements 
Of the program in makirlg, servicing and repayment of the 
loans. ' ■ 
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Abtnqton 

Abington National 
Ablngtbn Savings 

Acton 

Shawmut County Bank, N.A. 
Middlesex Inst, for Savings 
Hudson Nat lona 1 

Acushnet 



Acushnet Fed. Credit Union 



Athol , 

Athol Clinton Co-opt Bijnk 
Athol Credi t' Union , 
CJuaranty Bank & Triut Co. • 
Atti'leboro, , , ^ ' 

Attleboro Trust Co. 
Fl»5t Bristol County Nat'l-. 
AttlQborough Savings 
Balfour Credit Unl^n 
Swank ^Federal Crediwt Union 
First Fed. Svgs. & Loan Assoc. 



Ad»ms . _ _ 

Borksh Ire Bank & Trust 

First Anrlc. N?^t'l. of Berkshire County 
South Adams Savings 

A^^w^m 

Third N^t ' 1 » of Hampden Cnty. 
Vall<?y Bank & Trust 
Westfield Savings 
Springfield Inst, for Savings 
Buxton EmployoGS Credit Union 
Community Savings Bank 
Shawmut First Bank & Trust 

Amesbury " 

MerriraAck Valley Nat'l. Bank / 

NortheAst National 

Maverhill National 

Amhers t 



Kirst NAt'l. of Amherst 
n.-»mpshire Nat'l. Bank of S. 

Andover 



Had ley 



Arlington Trust 
B;^y State Mercha n ts I^at'l. 
Merrimack VAlIey Nat'l. 
Andover Savings 

Arl in.iton 



Coolido*? Bank & Trust 
H^»rv»rd Trust 
Suburban National Bank 

Ashburnhnm 

Worcester County Nat'l. 
G?^rdner Savings Bank 

Ashby 

Ashby Comin: Fed. Credit Union 
Ash 1 nnr) 



Framingham Trust 

Shawmut Community Nat'l. Bank 

Assonet * 



Attleboro Falls 

Att leboro T^ust « 

United Natione^ijL Bank 

Auburn 



Guaifanty Bank & Trust 
Mechanics Nat'l. Barik of Worcester 
Worcester County National Bank 
Consumer Savings 
Peoples Savings Bank 
Lodddng Employees Credit Union 
♦ 

AAbUsndale 

Newton Walt ham Bank & Trust ' 



Nor 



f<Wk. County Tyvi 




Ayer 

North Middles' 
Ba Idwinvl 1 le 



Worcester County Natioi 
BarnstablA 

First National of Yarmouth 
fear re 

Worcester County National 

V 

Bass River 



Bnss Rive r Savings 



Bedford 



Cool idge Bank & Trust 

Grird.en City Trust 

Lex ington Trust 

Hanscom Federal Credit Union 



Belchert 

Hampshire' Na t ' 1 . 
Ludlow Savings 



ot/n , 



of S, Hadley 



Fall River Trust 



Bel lingham , 
'Shawmut Needham National 
Norfolk County Trust 
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Belmont ^, 

Shawmut County Bank, N.A. 

Guaranty Fiarst Trust 

Harvard Trust 

Belmont Savings , 



B^rnardston 
Pioneer Nation a 1 



FrankJLin 



Beverly 

Bay Bank & Trust 

Beverly Natipnal 

Beverly Savings 

Shawmut Merchants Bank, N. 

Bever'ly Farms ' 

Bny Bank & Trust ^ 

Biliv>ricA 

Middlesex Bank, N^A. 
Lowell 5C Savings 

Boston 



First* NJ^tionnl 

Shawmut B-'ink of Bos tin i N,A. * 
N.B. Merchants 

State Street Bank & Trust ; 
U.S, Trust 
Unity Bank $ Trust 

Capitol Banic & Trust * , * 

Home Savings ^ 

Bostorj 5C Savings * ' 

Qorchester payings ' & , ^ 

Provident Inst, for Savings 
Suffolk Frajnklin Savipgs , 
Charlestownl Savings^. 
Hibernia Savings 
South BQBt<^n Savings 
Workingroeti 's Co-op *Bank 
, Commonwealth Co-op Bank ' 
Merchants Co-op. Bank 
People's F0d . Svgs. & Loan Assooi 
Mass. Halfway Houses Fed. Cr.^Urfion 
Boston Progressive Credit Union 
Boston Teachers Fed, Credit Union 
Rottl indole Co-op, Bnnk 

P.dw^rd r^verett Fed. Svgs, £ Loan Assoc. 
Industrial Credit Union <^ 

rj.H,A, Erapl. Fed. Credit Un ion , ( Dorches ter ) 
Se''»rs Employees Credlit Union 
Delta Wye Federal Credit Union 
Noodlf* Island Credit Union 

N.E. Lee Fed, Credit Urij.on (open only Sunda 
Consumers Credit Union 



Brain tree 

Noriolk<' County Tr\\st 
South Shore National 
Milton Bank & trust 
Hancock 'Bank & Trust 
Sigma Employees Fed. Credit 
Union 

Braintree school Dept. Fed. 

Credit Un^on 
Btaintree Savings Bank - 

Brewster 

Cape 'Cod ,5C Savings 
Bridgewater 

Plymouth-Home National 
Bridgewater Credit Union 
Rockland Trust • ^ 

Brocktop ^ 
Shawmut First County Bank, N.A. 
Plymouth-Home National. 
Mass , Bank & Trust , 
Brockton Savings . ^ 

Peoples Savings 
Crescent' predit Union 
Brockton Credit Union ^ 
Montello FeiJeral Savings' & Loan 

- Brookline 

Bf ookline Trust ^ "9 
Norfolk County Trust 
Toflin" Bank & trust 

Burlington . ' 

Burlington Bank & Trust Co. 
.Shawmut yCounty 'Bank, N,A, 
Middlesex Bank, N.A, 
BurlU'ngton Mun. Fed. C.U. 

Buzzards Bay " 
Buzz^atds Bay National 

Cambr idge 
Cambridge Tjcust 
Charles^a^k Trust 
Shawmut County Bnnk , N.A, 
HArvard Ttust , 
Middlesex Bank, ^N. A. 
Coo ltd ge Bank & Trust 
University Bank & Trust, 
Cambridge- Savings Bank ^ 
Century Bank & Trust 
Ly&) Polaroid Employees Fed, C.U. 
Kendall SquarePFed, C,U. 



Bradford 

Haverhill National 
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%^ Canton • 

Hancock Bank & TTrust 
Shavmut Needh&m Bonk, N.A/ 
Norfolk County Trust 
South Shoro National 
' Cantbn Inst, for Savings 

carver 

National Bank of Wareham 

CentrevlllQ 
Cat>« Cod Bank & Trust 

Chatham 

Cape Cod 5^ Savings 

' Chelmsford 
LowQ 1 1 50^ S a-vl ngc 
Lowell Inst,' for Savings 

Chf»lsf>ft 

ShAwmul Bank of Bosto'n, N.A, 
First National of -Boston 
(/Stirte Street ..Bank & Trust* 
Atlantic Savings . ,> 
Chelsea Provident Co-op Bank 

Cheshire 

South Adams 'Savings Bank 
Chestnut Hill 



Cochltuate " 
Nev/ton-Waitham Bank & Trust 

Coh asset 

Rockland: Trust * - 

South Shore National , 
Cohasset' Savings 

Concord 
Harvard Trust 
Concord Co-op B^pk 
Middlesex Inst, *for Savjings 
General Radio Credit Union - 

Conwaylt 

Conwa>^ National 

The County Bank, N.A. 

Dal ton 

First Agric. Nat'l. of Befkahire County 
Danvor s 



Bay Bank & Trust 

iNcurlty ^National 

Danvers Savings " 

Dartmouth 

New Be<3ford Inst, for Savings 



Town Bank & Trust 
Norfolk County Trust 
- Newton-Waltham JBank* & Trust 
University Bank & Trust " ^ 

Mutual Bank for Savings 

^Chicopee - . , * 

CJiieopeef Bank & Trust 
Shawrout First Bank* & Trust 
^ird Nat*l.'Bank of Hampden County 
Chicopee Savings' » 
Springfield Inst^ for Savings 
Valley Bank & Trust Co. 
Westco Credit Uniom 

Chicopee Falls 

Shawmut First Bank & Trust ^ 
Chicopee Savings 
Cotnmuni-tiy Savings ' ' ' 

Chilmark « 
Martha ' 9 Vineyard ^National 

Cl inton 

Guarantee Bank^ Trust 
Worcester County National 
Clinton Savings- ^ ^ 

Athol-Clin.ton Co-op Bai;>k 



Dsx3ham> , ' 

Norfolk County ^rust ^ , ) 
Hancock Bank & Trust 
South Shore National 

Oennis .Port 
Bass^Rijver Savings 

Dr acut 

Lowe 1 1 Ipst. for $aving» 

Dover ^ 
South Shore National 

EHidley . 

Guaranty Bank &' Trust 
Webster 5C Savings ^ 

Puxbury 

PI ymouth -Home Na tJLona 1 
^Rockland trust ^ 
Plymouth 5<S Savings 

Bast Bridgewater ' 
Plymouth-Home Rational 

East Dennis 

First Nat*l. Bank of Yarmouth 

East Douglass ' 
Uxbridge Savings Bank 
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Ri^st Fa 1 mouth ♦ 
F'aX mouth National 

Ra9 thampton 

First/ Nat • I • of E.:iSthampton 

EAsthampton Savings 

Stanhomo Associates Fed. t.V, 

Ea s t l>o X i np t on * 
Coolidge Bank & Trust 

T?.tnt LonqmoaOpv.' 
Valley ,J&Ank & Trust 
Shavwmut First Bank & Trust 

Third Nat'l, Bank of - Hampden County 

C€>mmuoity Savings 

Springfield Inst, f.or*" Sa v ings • 

Rtst "Vlillon 

Norfolk County Trust 

Monunie»,nt Fpd. Savings & Loan Assoc. 

-> s 1 w f 1 j )o 1 ^ ^ 

Norfolk Cou.riy Trust 

. f..ist Wo y mouth, 
it)utn bhbro Na t ional 

Etlmrtown * 0 



ri«J Mr town National 

DukGS County Savings Bank 



First National of Ipswich 
gvt«r'^t*t 

ShAsvmul County BnnK,N.A. 
•Coolidge Bank 2. Trust ^ 
Middlesex Bank, N.A. 
Evere 1 1 ' Sav ings 
f 

F A i r h A V *? n 

Mi?.rchAnts Nat'l. of New Bedford 
NaIM. Bank of Pairhaven / 
KAirhAven Savings Bank / 

p Ai rviow , / 

shA'.ynuL First B^^nk & Trust 
Third NAtionnl Bank of H^Tmpden Cnty. 
Community Savings L 

V i . ■ 



Fall River 
Fi.'M.C. fOurfoo Trust 
Fa^il River National 
Fall River Trust 

Fall River 5C Savings 
first Bristol County Nat'l". Bank 
Our Lady of Health Fed. C.U. ^ 
S^.Jean Baptisie Fed. C.U. 
•{.Not ro Damo Parish Fed. C.U. 
^Anto Christo Fed. C.U. 
SI Michael ' fj Fed. C.U. 
St. Eli2:abejlh's Fed. C.U. 
First Fed. Say. & Loan Asspc. of 
St. Patrick's Fall Ri\rQr Fed. C.U. 

Falmout h ' 
Fa Imouth N^t ional 
Falmouth Bank & Trust 
Falmouth Co-op Bank 
Plymouth 'Savings 

Fer»dinn Hills 
Western Bank & Trust 
Community Savings Bank 

F i tchbur'-j 

First Safety Fund National 
Worcffstor County National 
Fitchburg SAvin^s bank 
Worcester North Sa-vings Inst. 
Cleghorn Credit Union 
Fidelity Co-op Bank 

Florohcf! 



Florence Sav ings 



For t Dovens 



Worcester ^ounty National'Bank 



Foxboro National 

Norfolk County Trust ^ 

F ram i^ngham 

Ffaraingham Trust 

Shawnlut Community National 

Guaranty-First Trust 

Framinnham Savinns, 

Franiinqham Mun . Fefi^/*C.U. 

Nowton-Waltham Ban^and ^rust Co. 

Frank 1 i n 

Norfolk County Trust 
South Shork3 Natlon^xl 
Benjamin Franklih Savings BAnk 
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.^rst sWety Fund Nat'l. of Fitchburg 

^thr County National 

GArdnta^lSav inQft 
Cardrv/r \Man. Fed. C.U. 
Chryix ToWn Co-op Bank 



Merrimack Valje^ National 
HaverhilM National 

Cilbgrtvi 1 lo 
Ware Savvrtgs Bank 

Glouc^s tG r 

C'ape Ann liank Trust 
Glouces ter Na t ioaa 1 
Capo Ann Savings,. 

/ 

GrA f ton 

GuAranty Bank & Trust/ 
ConsumGr Savings - 

Gr o T t Ba r r i n'lton . 



B^rkahir« B^^nk & Trust 

First Agfic. of Berkshire Cnty. 

Gre^t Bntrington S^vinns 

Gr<>n ncUaJ^ (t* * 
Con'iuilii? r I S^v i n':js Bank 

G ropnf i«j M 

I'ioneer t ' 1 ^ B-^nk 

Fr^nktin County 'trust^^ 

Grtyenfield savings * < 

FoT'^nklin Savinjs Inst. 

N«^C Federal C. U. — 

Treasure- Credit Union 

Frankl i n Cnty . , Empl. Fed. C.U. 



UrT rv;i( h i-'or t 
Capo Cod Brink & Trust 
Cft^pQ'Cod 5c Sav*ings Bank 

Have rhi 1 1 

l^IavQrnill Natiortal 
Merrimack Valley National 
Arlington TruS't (of Lawrence) 
Family Mutual Savings 
..Pentucke-t 50 Savings 
Bay"* State National Bank 



Hin 



-jharn 



Lincoln Trust Co . " 
Shawmut First County Bank, N,A. . ' , 
Rockland Trust 

Holbrcgk 

South Shore National 
Moll is tV^n 

Guaranty First Trust 
Framinghara Trust 

Moldtjn 

Wor.'cG-star CourPty National 
Meehnnics Nnt'l. of Worcester 
Consumer Savings 
Olsen Employees Fed. C.U. 
Peoples Sn V i ngs 

0 

lln 1 yoke 

Old Col ony Bank 

Park Natiorfal" ^ 

Shawmut First Bank. & Trust 

First. Nat'l. Bank of Hampden County 

Community Savings- Bank 

Vanguard Savings. 

Peopled Savings 



Grov<3lan(3 

Ha ver hi 1 J Njational 

Family Mutual Savings Bank 

HAdl*>y • 
First Nat'l., of AihHerst 
Northhampton National 

Ha 1 I f Ave 



RocklAnd Trust 



H -"n 1 1 t n n 

B^^^y-flVFTk & Trusjt' ^ ' 

H''n;vh*n » 

Thi r(3 No t * 1 . Bank of Hampden ^nty. 



k I A n i Trust 
kl-A nd Credit Uniorf 




--.land Trust 




Hnpkinton ♦ 
Framingham Trust 

* Hudson ' / 

Hud^^n National 
Alewton-Waltham Bank & Trust 
Hudson S^ving^ 

Hull 

Rockland Trust 
Hyannis 

CApte* (j^d B'Tnk & Trust 
Merchants Bank Sr^T^ust Co. 

of Cape Cod . ^ 

Falmouth [Rational 
Brtss River Savings 

Indian Orchard 

Tn yrcj Nat'l. Bank of Hampden County 

Valley Bank &^ Trust ^ 
^lonsanto Eropl. C.U. * 
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Kirsl Nf»t"'l. of Ipswich * 
l^:ssex County B«nk & Trust --^ 
. I s 1 i n i t ( ?h 

uSou^th Snore Na5^ion»:»I 

Kin 'I S I on , , 
pT7m^>uth-H om (? N."^ t i o n n 1 
* Plymouth ^iv© ^onts Savings 

Warc«b ter County Nati,onaX ^ 

t.-'ni ls boro ^ ■ > 

cTvSf pavings .Bank or pi'tisfield 



Ar* jl 1 fT/Ton Trust 

MerrimAck Valloy NJ^tionnl 
*Es^x BroAdv/^y Sr"^vings 
LAwr<»nCf> S'"ivlnos 
Lnwri-»nr« C<^>-Oj^ B'"^nk ^ 
M'-* r r i in rt<;k Co-op B^^ rVk 

"^ ■ 

Borkshiro Bank & Trust » 
Uoo N=^tioF»Al ^ 
L«« SAvin«^s , 



Gunrnnty B.•^nk & Tf Us t 



L«?ntjx National 
Lenox Sf^vinjs 

L«*<im i ns; tor 



y.orchAnts f^ational 
Gunrnnty B,^nk !^ Trust 
WorcuisLOr County National Q\nk 
WorcpsH^r North Savin Inst. 
Leomin*itor Savirujs Bank 
Leomins.ter Mun. limp.' Fed. t.U, 
Fidelity Ca-op Bank 
'Monument Fed, Sgs» <S Ln . Assoc, 

L^x innton 

I>,jpos I. tors Trust 

Shawinut County Bank, N.A. 

CoolidrjQ BAnk & Trust " 

H/»rv^rd Trust 

Lffxin'iton Savims 

Le-'^dor Fed, Svgs.& Loan Assoc. 

L i nr o 1 n ^ 

Newlon-W'^ Itham Bank & Tfcust 



Li trt Itfton 

rrrrvTTrcPf rust ^ /• 

LoruiTn(?Adov/ • ^ . 

Shav/nut First B:mk & Trust Co, 
;ni^Td N'Tliona'l Bank of Hampdon Cnty, 
Valley Bink & Trus^ 
Springfield Inst, for Savings 
Longmeadow Town*Emp. Fed. C.U, 

LoWoll 



NUddluSGx Bank, N.A. 
Lowell Inst, 'for Savings 
Lowell 5C Savings 
Central Savings 

Luf i 1 ow * , , \j * 

Valley Bank & Trust " 
CGTiin^^nity Savings 
Ludlow Savings 

Lunenbuf g^ 

Worcester North Savings In^t* 

- * . » 

Lynn v 

Ub^aex County Bnnk & Trust 

S?oc u r i ty Nn ti onn 1 

Bny Bnnk & Trust '(br. of Beverly) 
Shawraut ♦ Merchan ts Bank , N ,A» 
4^ynn iBSt. for Savings 
Lyjin 'iC Savings 
LyiMi , Fi roraen ' 8 Fed. C.U, 
Lynrf Teachers Federal C.U. 

Lynnf iffld 
''lis sex County Baftk & Trust 
Bay Bank & Trust 
Lynn' Inst, for Savings 

Mnnnol4a_ 

First National of ^Ipswich 
M^ltjon ^ 



Century Bank & Trust 
First Nationa^ of Maiden 
Rildon Trust 
Middlesex Bank , N.A. 
Mtilden Savings Bank 
Progressive Workmen's C,U. 
Maiden Gas & Slec . Empl, C.U. 

M''^nrhottter ^ 



Cape Ann Bank & Trust 
Cape A|}n Savings 

. Ma n ooiie t ^ ' ° 

Plymouth -Home National 
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At tlebarro Trust 
United National Bank 

MnrbleheKd 



Kation^i Grand 'Bnnk 
Security Nation<»l 
Mflrblehead S»ivings^ 
Marblehead Trust 

Ma r i on s 



National Bank of Wareham 
Marlboro 

pTTTT'jp'tHonal of Marlboro 
Peoples National of Marlborough 

Newton-Wal thara B'ank & Trust 
Shawmut Community NatioTial Banl^ 
Marlborough Savings Bank 
P'reodom Fed. Sav. Loan Assoc. 

M-^rshf ie Id 



Rockland Trust 

Lincoln Trust "^-^ 

Plymouth 5<i Savings 

1 1 A po i 3 Q 1 1 
Plymouth Home* National 
PlyiT\outh Sovings 

Mnyn--* rt]f 

MicJd lesex Bank, N.A. 
Assabet f ns t . for Savings 
Shawmut Community Nat'l. Bank 
University Bank & Trust 

Med field 

Norfolk County Txust 

rill 

Mod ford 

Depositors Trust 
Maiden Trust 
Middlesex Bank, I^.A. 
Med ford Savings 

Medway 

I'ledway Savings 
Norfolk County Trust ~ 

Melrose, 

Shawmut Me Irose-Wake f ,ie Id Trust 
Middlesex B^nk, N.A. 
Melrose Savings 

Mer ri' iAc 

Merrimack Valley National'^'' 
Northeast National 



Met hue n 

Arl ingt^on Trust 
Bay S tate^ Merchants National 
"Me-irriraack* Valley Natio'nal' " 
Andover Savings 
Lav/rence' Savings 

Middleboro 



iddleborough Trus t 
Plymouth-Home National 
Middleborough Savings 

Middle ton 

Arlington Trust 

Family Mutual Savings Bank 



Mi 1 f ojrd ^ 
Hoifte N-ational of MiJLfjord 
Mii'fordo ^iat' 1. Bank & TVust 
Mil ford Savings 

Milfprd Fed-eral Savings & Loan Assoc. 
Millbury • 



-Milibury National 
>li Ill's 

South Shore Na t ipna 1 
Medwfa'y Savings 



Milton 

Nor t'olk County Trust 
Metro Bank & Trust 
Milton-,Savings 

Monson 

Shaw.iiut First Bank & Trust 
Monson Savings 

Nantucket' 

Nan tucWet Inst, for Savings 

Natick ^ 
Shawmut Community National 
Newton Waltham Bank & Trust 
Guaranty-First Trust 
Natick 5C Savings 
Natick Teachers Federal C.U. 

Nee d h a m ^ 
sTT awmut Need+iam Bank 
Norfolk County Trust; 
South Shord N^-ytional If^k 
Mutual Bank for' Savings 
Spector N.E. Fed, C.U. 

Needham Heights ^ 
Shawmut Needham Bank 
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New rtofiford 

Southeastern Bank & Trust 
First NAtionnl of New Bedford - 
K<»rchn n£« National 
Now UQdt'ord 5C Savinrjs 
N«v/ Bedfi^^rd Int»t.* for Savings 
^ St Anlo;.no Fed. C.U, 
St.* Joseph Parish' Fed. C.U. 

Nmvhury pn r t 

Firs t b Ocean National 
^Uirchants National 
Ar 1 ington Trus l 

Insi. for Savings in Newburyport 
Newburypoct 5C Savings 

N c^wton « 

Sh.iwmut Community Bank 
University Bank & Tcuct. 
Nowion-W.-^ il,iiam Bank & Trijst 
MutuAl Bank for Savings 

N <M') t n n Co r r> 
Sli"vvmUt Communi ty» Rank 
N»»wi on-W-^ 1 thnm Bank & Trust 
MutuAl B»nk for Savings 

Now ton Hi^thl/>nrfs 

New t on - Wa 1 1 h m B^a nk h Trust 

Mi^tu;*! Bank for Savings 

N'-iwlon tlppor Falls 
^ Nolwion-Wal tham Bank & Trust' 

N''Wt onvi 1 >p _ 

i>h.wMnul Community- Nati(:>nal 
Newton-Walt ham B'-'-flk & Trust 
MutuAl flank for Savinos 
N«?v/ton Co-opei*ativQ Bsmk 

Nona n turn 

Sbawmut Coiimunity Bank 



North Attloboro 
Attlebofo trust 
United National Bank 
Attleborough Savings 

Nnr th Bff VP r 1 y 

Bay Bank & Trust ' 

Bev©,jrly National 

u 

' Northborn . 
"Nor thbo rough National 
■Mecha.nics National 
We^tborough Savings 

North Brookfi<?ld 
Worcester County -National 

North Chelmsford 

l^owoll Five Cents Sa,vings 

North Oi<jhtnn 
United National ' 

North Raston 
United National 1 

North*FaImouth 
■ Fi^lmouth Nation a 1 



North Quincy 
M-»nrock Br\nk & Trust 
South Shoro National 
Quincy Savings Bank 

Nnrih R^ndolt^^ 
South bhoro National 

Nor th Road ing ^ 
^Middlefiex Bank^ N.A. 

North Scituate 

^ h aw.in ut Firs t Count y 




N<:>rt 1 A'J-Ams 

Tr.Trk'TnTi'Tr^ank h Trust 

First A'jric. Nat 'I. of Ber ksh i re . Cn t y , 
North Adams Hoosac Savings 

Nor th.TfT^ptOn » 

Hion*»or Nation -»1 B.ink 

North^tnpton Na-li'onal 

Florv?nr.» Savings 

Northampton Inst, ,fbr SavLnqs 

G & J> Federal Credit Union 

Ji<ift \.\\ An iovpr 



\Tr,^ uvUon Trust 
M^rri-n-xck VMley NaJtional 
AnrJovor S.-^yings 
L.TwrvT ru <f/^''»v i ngs 
Xerrif^xck Valley l^od, C.U. 
lissti*: Broadway Savings Bank .. 



North' Wcstport 

Fall Kiver Trust 

Wwstport Federal Credit Union 

North W y m o u t h 
South Sho're National 
Weymouth Savings 

Norton * Mv 

United National * 
», 

Norwe 1 I 

Rockland Trust 
ShawmiK First County 
SQ,uth Scituate Savings 

Norwood 

Shav/mut NeedhAm Bank,N..A. 
Norfolk County 'Trust' 
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Norwopd (Cont'd.) 
South Shore Nation^l 
H;»ncock Bank & Trus^ 

Marlrha's Viyjeyard National 

Ota nga ^ 
Franklin' County Trust 
Orange Savings Bank 

Or loans' .> 



Cnpo Cod Bank & Trust 
C^pe'*Cod 50. Savingo 
Bass River Savings Bank 

O^tGrvilJe 



Gv'ifie Cod Bank & Trust 
Bass ^Rivor Savings 

Otts ALr Por^e B-tso - 
K ) m out h N a t i on n i Bank 

Ox'fpf d • , 

GurirAnty Bank & TTuSt ' 
*.W*>bster 50 Saving^ Bank 



rh L rd Nn I lon'ifl Bnnk of H'»mpdcjn Coijinty 
Sh'-^wmviJt First Bonk & Trust 
' P> Ime r S av ings 



PlAinvillQ 

Ha^flcock Bank & Trust , 
PlymoxAth 

j^yaouth-Home National- 
Rocklan5\Trust Co, - 
Plymouth NiO Savings 
Plymouth Savings 

PocassG 



Gu»r?'nty Bank ft Trufit 

iV;=\body e 
Shyt»A)inU(it Mo rch-'» nt's Bank, N.A. 
IiGsex County Bank '& Trust 
S<:'cur i ty ..N^ t iona 1 
W»rren 50 Savings - 

Pomb roke 

5hAW"»ut First County Bank, N. A. 
Ftockland Tru«t ' />■ ' 

Pi ttsf iol(} 

Bot'ksh Lro Bank ft Trust ' ^ 

First Agric. Nat'l. of Berkshire Cnty, 

Pittsfiel^d National 

Borkshiro County Savings 

City S?^vingr. 

Union Fod. Sav^ia.gs ft L^an Assoc. 
Pi I isf jf^ld 

Bfrkshirf? Bank ft Trust . . ^' 

First Agric. Nat'l. of Berkshire <?nty, 
PittsfLeld Nation?^! •* ^ 
P.>rki»hiro County S^vinis / 
City b -iv ng$; X 
Union i^'odef al Savings & Lo^n Assoc ^ 




Cape Cofl Bank & Trust 



Provintctown 



Capo Cod Bank ft Thrust 
Seamen*s Savings 

Q^incy 

Norfolk, County. Trust Co, 
Hancock Bank ft Trust, 
South Shore National 
Metro Bank ft Trust ' 
Qulncy Savings Bank 
Quincy Co-op Banlc 
Pneutnat ic Credit Union 

Randol ph ^ 

Norfolk ' County Trust Co. 
Hancock Bank ft Trust Co. 
South Shore ^tional B&nk 

0 ' ' 

R^fynham 

United National 

r^irst Bris tol ' County National^ 



Rrmd i ng ^ - , 
Middlc'Sfex Bank , N,A. 
lifeading Savings 

Shawmut Melrose-Wakefield Bk , & Tr-. Co 

Rov/fere 

N.^, Merchants Nat'l. B.-jnk of Boston 
First National .Bank of Boston , 
Shawmut Bank o^ Boston, N.A, ' 
Atlantic Savings 
Revere Municipal Erap, Fed, C.U. 



Rnckl 




^ockl'-^ 
Rockland 
Rocklanrj/Credit 

!?ork [iyi r t \ V 
WockporT NatLoQal f 
C'*'pe Ann Bank ft Trust ^ 

Ro s 1 i h'')alo 

Suffolk Frankl in feavi^ngi Bank 
Roslindnle Co-op Ban1o 
> Now -England Merchants Nat'l, B^nk 
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SMl isbury 
jrchAnts National Bank 
jrtheast National 

/ Sftndwlch 

/Cape Cod Bank & Trust Co* 
^Falmouth Bank ^^^^^"^^ 

/ Saugus 

/ Essex, County Bank & Trust 

/ Saugus Bank & Trust 

/ Uynn^SC Savings- 

Saxonvl 1 le 
Fram inghaiD Trust 
Shawmut Community Bank, N.A. 

Sci tuate 
Rockland Trust 
Rockland Savings 
Lincoln Trust ^ 
f ' * 

S,f>ok6n k 

First''* Bristol County National 
B\M,C J Dur Ceo Trust c 
•^rs'UfitSh Co-op, Bank 

Sh'< ron \ ** 
Norfolk County Trust 
5outh Shorft National 

First Aori. Nnt'l of Berkshire Co 
Great Barrington Savings • 

Shelburne Falls 
Country Bank 

Shr> rhorn ^ 
Kr 'Tmtri'jhnm Tru 



Soyith /Vttleboro 
First Bristol 



Southborough 
Guaranty Ban 
' Wprcestor Co 




N»tn Bank 



Trust 
National 



Sputh Brain^ 
Norfolk CoufPty^,,Trus t 
"Braintrea Saving^""-*^,,^.^ 

Southbr idge » 
Guaranty Bank&'^Trust 
Worcester County Natiori^l 
Southbridge Savings 

South Qeerfleld . 
'Pioneer Natl, Bank 
Greenfield Savings Bank 

South Gnrdnqtt 
WorcGS terCount y National 

I 

South Hadley 
Ha mjpsh ire National 

South Kadley Falls 
Hampshire Nat'l iRnk of So. 
Communit,y Saving 

Snuth HamLltg 
licworly -Nat^nal 
Salem FiveyConts Savings 



Hadley 




S>hf^e>/sbu cy 

Worcester County .'^'^tional 

ComTiercR Bank !i Trust 
Worcester Cnty. Inst, for Svgs 
Cbnsumor Savings 
ShTtiwsbu^y ; Mun, Bmp. Fed C 
Guaranty Bank & Trust Co, 

Somerset 



F-^ll Uiver Trust 
Sl^^de's Ferry Trust 
F*ll River National 




S'hs'v/nuat County B^nk , N. A . 

M^ii3fj/oSP X B»nk, N.A. 

c'ao/ury liank 81 Trust 

"^cjfi/ifervi 1 lo S vmgs 

So-^o rvi 1 le ,Mun . Fed . C.U, 

So>T\ervLlle Sp^ool Emp, Fed, C,U. 



6uth Shore National 
^outh WeVmouth pavings 

Southwick 

ThiTird Nat 'I of Hampden County 
Woronoco SavTings Bank 

South Yarmouth 
Cape Cod Bank & Trust 
Fii;st National of Yarmouth 
Bass River Sav ings 
Falmouth Na t ional Bank 
Merchants Bank& Tri^ 

Speqcer 

Worcester County National 
Spencer Savings Bank 
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S pr inqf i eld 

ShAwiimt First B;»nk & Tr . 
Third N^t'l of Hampden County 
VaI ley Bar\k ft Trust 
Communitv Savings, 
Spr inqf iF'p'^d Inst; for Savings 
C .L.U. Credit Un ion 
Spcurity J^Ational Bank 
Sprinoficld Teachers' C, U. ^ 
'*'<>stco Crodit Union. ^ 
V^ostprn M.-sss. Tol ; 'V^^jrker s C 
IV) CrpfH I Unii^n 
Ui^on VMi^r,-\\ Savinqp & Lonn 

\,; {Brfinch of Fittsfiold) 
Chicdj^ef? Bank & Trust Co. 

StorHn<\ p ' ^. 

Wo rc»^s t er* Count y \Nat iona 1 



Taunton * 

,l*irst Bristol County National 
United rftitional 
Bristol County Savings 
Taunton Co-op. Bank 
B.M.C. Durfee Trust 

Tpwksb^y ^ 



f^idd l^sex Bank, N.A. 
Lowpll 5C "Savings 
U. Shawmut Mel rosp-W,-»kef ield Bank & Trust 

? Throo Rivr»rs 



Third Nat ioqal Bank of Hampden County. 
Top'sf iQld 

Family Mutual Savings 
*^pcuri1i() National * 



S< orkt.r idn»» \ 

iSf'rkshicp BanK & Trust Y 

S t on«'ham < \ 
M,tldon Trust 
Middl^s^p>i Bank, N .A\ 

Stouohton 



Nhi-folk County Tjcust 
South Shorp National 



Stow 



Hudson National Bank 

Stu rbr idop / 
Cfunranly Bank & Trust 
Worcpster County National Bk . 



Sndbxiry 

Frami poham Trust 
Shawiuut ComrTVJnity 
Tiuarant ji^FirSt Trust 
Npwton-Wa 1 t ham Bnnk 



Tiirnor*; Fa 1 1 s 
PionPGt* Nat ional Bank 
Gr^^'cnfi eld Savings Bank 

UxbridriP * 



Uxbridgp Savings Bank 

V: n<»yard Havpn ■ 

Mortha'a Vinpyard National 



Npwton-Waltham Bank & Trust 

WaK^ripld - ^ 

■Sha^-m ut M^lrosp-Wakef ie^d Bank & Tru 

V/akfjfield Savings Bank » 

Middlesex Bank, N.A. 

Mass. Central Fpd . Credit Urvion " 

Wa 1 po 1 p 

Norfolk County Trust 
Hancock Bank & Trust' 
Edward Bverett Fed. Svgs. & Loan 



Sufider land 

Franklin Savings Inst 
S-7.->infi>w;/)l t 

">,m,x County B^SOk & Trust 
Lvnn 5C §Avi1ngs 



Waltham 

Ncwton-Wflltham Bank & Trust 
Shavvinut Community Bank 
Guaranty First Trust 
Mu t ua 1 Bank f jor S ax/ i n g s 
GrofVpr Cronin Credit Union 



vfvr Tru!rt 
vpv N^at iona 1 ^ 
^ o\c^ Fpfi C .U . 
'. rrv Trust Co. 



Wi^.rp Trust 

Warp Savings Bank 
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W;irnh?>ni 

N.^tion.vl Rnnk of W«-iroham 

Plymouth Savings 

Middl eborough Trust Co # 

t (>rt own 
Cool icJge Bnnk f» Trust 
Shnwmut Community Sank 
Union Market National 
Frpddom Ped , Sav, & Loan Ass' 
Ionics Credit Union 

Wnyland 

Nf>wton-Wa It ham B«nk & trust 
wph s t pr 



Gu'-^ranty Sank ^ Trust 
Worce«;tpr County N.^tional 
V^pb*5ter -Cr<?dit Union ^ 
Wohster 5C Savings ' 

Norfolk County Trust 
South Shore National " 
First Sonk & Trust of Well ps ley 
Miitua 1 **Brtnk for Staving s 

Wf»l 1 f'Sley^ Hi lis " 
Norfolk County Trust 
Soifth Shore N;^tional 
First Bank & Trust of Wellesley 
Shawmut Need ham Bank 

W^ii If 1 pot 



Capp Cod 5C Savings Sank 
Wostbnro ' 

Gunmnty B,->nk ^ Trust 
Wor-cestpr CouQ^ty Nntion;^l 
Ppoples^ Savings Sank 
Wostborouoh Savings 
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West 



3 

I?, 



Sh/kwrnu t Itnnk Trust 

Third N^fionAl of Unmpd/^n County 
Vallpy Bank ^ Trust 
Heritage Bank & Trust 
Woronoco Savings 
Westfield Savings 
Savage Arms Emp. Credit Union 

West f ord " . 



Shftwmut County Brink 
Middlesex Bank, K.A. 

Westminster 



Worcester County National 
Wpst Nnwton 

Njpwi on -Wn 1 1 ham *Rn'nk A Trust 
Ncwton-Co-operatdve- B^^nk 

W^sjton 



Nowton-Wa'lt-hrTm Bnnl^ & ^rust 

W fystover Air FoiTCo Ra s p 
inwmut FirstBniak & Trust Co 




Wo S t po rt 

B.MX. Durfpe T^ust Co. 
Wofit Roicbury 

Suffolk Franklin Savings Bank 
Wpst Somervillp 



Somorville School Emp. Credit Union 
Wost Sprinnf ipid 

Third Natinnai of Hampdpn County 

Vnl ley B;^r)k & Trust 

Wpstprrj Bank & Trust Co. . 

Wpstf ipldSavings 

Wost Spfld. Mun. Fmp. Fed. CU 



WQ g;t RoylPton 
Guaranty B^nk & Trust 
. P^oplps Savings Bank 
^^/orcpster County Inst for Svps. 

Wost Br lrl^r»w,-^t t>r 

ni ymou)t h-Home National 

Flrst^County National 

V'p«;t Conrorl 



iludsoo Nation ^ 1 

Middlesex Inst ^or Saving,s 

Harvard Trust Co. 



West Stockbridge 

City Savings Bank of Pittsfield 

Great Barringto^ Savings 

West Woburrt 



Woburn National Bank 



Westw-'ood 



Norfolk County Trust 



West Yarmouth 



Fif'st National of Yarmouth 
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Weymouth 

Norfolk County Trust 
*^Outh SJinrP National 
Snulh '^'«»ymouth Savings 
Weymouth Savings 
Quinwpy Credit Union 

' -Vh i t. m.T n 



Pi ymoutb-Hnmf N<itionAl ^ ^ 
Mutual Fed. Savingfts & Loan Ass'K* 



VrTTlovB^nk Trust 
Uudlow SfAvlngs 

H'i 1 1 i .TnT^bu rn 

iiAmp'^hi rf> National BAnk 



13. 

" t 

WondR Mole 
Falmnuth National 

Worcf>st(»r 

Cnmm^rco B.-^nk & Trust 
Guar.^nty Bank A Trust 
Mocha nice N;i t innal 
Wnrcpstor County National 
Peoplps S.-vings 3ank 
Wnrcoster County Inst, for Savings 
Consumors Savinqs 
■ Bay Sf-ate Snvinqs 

FrpRdnm Fed, S.-^vi ngsi & Loan Ass'n, 
Worni^stor Ccntrra Foderal Credit* Union 

Wrenthn m - 

South Shore National • v ^ 



t ^vn\ N.-Ht ion;^ 1 



W i I I i ,»nmi own Savings 



Yarmout h PorV 

First. National 1 of Yarmouth 



y7ri^>-^,i 



I Innal 



Mid.ilf'scx F\ank, N .A . 

Sha\*Jtnot Mr»l ros<j~Wakpf iold Bank 

(^(*->«linu S-^vinn*? 

M -M-«ss . Kislora.l CrmUl Dnitjn 
■Vi Inrlnoton Municipal Credit Union 



nrhi'ndf>n 
Guaranty Bank & Trust 
Wlnclinndon S'^ivings 

nch*'s t 'T 



Shawnut Wlncbpster Bank 
'Vinchpsif>r Trust 



Wi ni ;»ror» 



'First N.-^tinnaV of Boston 
Workingmon's Co-op Bank 



Wohur n Nat innal 
TaiiM'^rs Nrtt innal 
University Bank ^ Trust 
Whburn 5c Savings 
Wnhurn Co-op. Bank 



• t n n 



ll.TMCock B.^nk ^9 Trust 
Stiulh ShorQ^Jsia-fllJnaT 
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BOSTON UNDBRS PARTICIPATINO IN H.B.L.P. 



BM.ki BHPLOYEEQ) !^||(3|iRAL CRBDIT UNION* 
73 MAYirtBLO^StRI&T' 
DORCriilBSJBR |MA^S^/^HUStTTS 021 25 

BOSTON ■Pmildkms savinos bank 

10 SCHOOO/STMBT 
BOSTON, mIkSSACHUSBTTS 02108 

BOSTON TBACHBRS PBDBRAL CRBDIT UNION* 
216 BOYLSTON STRBBT 
BOSTON, MASSACHU8BTTS 02116 

CAPITOL BANft AND TRUSj COMPANY 
1 BULPlfpl PLACB 
BOSTON, MASSACHUSBTTS 02114 

CHARLESTOWN CO.OPBRATXVB BANK 
250 MAIN STRBBT 

CHARLBSTOMTN, MASSACHUSBTTS 02129 

CHARL6ST0WN SAVIN3S BANK 
. 55 SUMMBR STRBBT 
BOSTON, MASSACHUSBTTS 02110 

CdMNONWkALTH CO-OPBRATIVB BANK 
73 TRBMONT STRBBT 
BOSTON, WSSACHUSBTTS 02108 

DORCimSTER SAVINOS BANK 
572 COLUMBIA ROAD 
DORCHBSTBR, MASSACHUSBTTS 02125 

FIRST NATIONAL BANK OP BOSTON 
100 PBDBRAL STRBBT 
BOSTON, MASSACHUSBTTS 02106 

HlBBRt^IA SAVINGS BANK 
263 WASHINGTON STRBBT 
BOSTON, MASSACHUSBTTS 021 OB 

HOME SAVINGS BANK 
69 TRBMOffT STRBBT 
BOSTON, MASSACHUSBTTS 02108 

• IP YOU OR SQMBONB IN YOUR PAMILY IS A MBMBBR OP THB CRBDIT UWlON 



INbuSTIIAL CRBDIT UNION* 
270 BOYLSTON STRBBT 
BOSTON, MASSACHUSBTTS 02116 

NBRCHANTS CO^OPBRATIVB BANK 
135 TRBNONT AT PARK STRBBT 
BOSTON, MASSACHUSBTTS 02108 

NBW BNOLAND MBRCHANTS NATIONAL BANK 
31 MILK STRBBT . P. O. BOX 4541 
BOSTON, MASSACHUSBTTS 02106 

PROVIDBMT INSTITUTION POR SAVINGS 
36 TBMPLB PLACB 
BOSTON, MASSACHUSBTTS 02105 

SOUTH BOSTON SAVINGS BANK 
460 WBST BROADWAY 

SOUTH b6ST0N» MASSACHUSBTTS 02127 

STATB STRBBT BANK AND TRUST COMPANY 
53 STATB STRBBT 
BOSTON, MASSACHUSBTTS 02110 

SUPPOLIF PRANKLXN SAVINGS BANiC 
45 PRANKLIN STRBBT 
BOSTON, MASSACHUSBTTS 02110 

THS NATIONAL SHAWMUT BANK OP BOSTON 
542 COIMONMIALTH AVBNUB 
BOSTON, MASSACHUSBTTS 02215 

UNXTBD STATES TRUST COMPANY 
30 COURT STRBBT 
BOSTON, MASSACHUSBTTS 02101 

WORKINQMBNS CO.OPBRATIVB BANK 
30 COflGRBSS STRBBT 
BOSTON, MASSACHUSBTTS 02109 
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HIGHER EDUCATION ASSISTANCE 

CORPORATION 

I Statlcr Building. Boston. Majsachusctts 02^ 16 426-9434 




October 27, 1975 



The Honorable Edward W. Brooke 
Old Senafe Office Building 
Room 421 

Washington , D.C. 20510 

Dear Senator Brooke , 

As the testimony of Mr. Francis Delaney, Jr., 
Director of Financial Aid of the College of the 
Holy Cross,' was not presented orally before the 
Senate Appropriations Committee Hearings on 
October 17, 1975., it was only today that we had 
the opportunity to examine his written statement. 
We find so many errors in this presentation that 
we are obliged to correct the record. 

Mr. Delaney implies that there is no rational 
discourse "amongst student aid officers, the bank- 
Lnrj community and the state agency charged with 
operation of the loan program." NQ^EAC holds 
rogulcir training sessions with lenders and in 
1973 had ^uch meetings in Springfiel'd on 
January 30, 1973, in WorViester on February 5, 
1973, and Jn Boston on February 13-, 1973 for 
the purpose of explaining** the revisions of the 
loan progrcon as enacted by the amendments of 
1972. In addition we regularly provide written 
directives, train bank personnel in our office, 
<ind aro in extensive daily contact with lenders 
in the active administration of the loan program. 
Similarly, at the request of the New England 
Regional Office of the U.S. Office of Education,,^ 
jwo participated in three meetings held over the 
stAtt? for the instruction of Financial Aid Officers. 
We have also participated in* several meetings of 
the Massachusetts Association of Financial Aid 
Admin i strators . 

Mr. Delaney complains that students are 
at times turned away by banks to which they 
apply for HELP loans. In fact^ during the past 



iOi 



97 



five years the following numbei's of loans and dollars have befen 
lent an<l guaranteed under the WhLP program i" * 

Number of Loans Value of Loans 

1970 20,815 ' $20,293,0 39 

1971 . 22,024 $23,705,885 

1972 • 22,151 $25, 548,113 

1973 22,049 $29,;^16,864 

1974 24,908 $35,5^>7,041 

During this time we are not aware of any significant number of 
students who. did not obtain loans. - ' 

The growth of the HELP program, is better testimony tO its 
support by lenders and its.^utility to students than a generalized 
chcvrge which implies the progrcun is not a relieible dr viable 
source of student^ assistance to those who need it. Considering 
the status of the Commonwealth's finances, Massachusetts students* 
. are fortunate that they have not had to rely on estate funds for • 
, their ^higher education loans, 

Mr, Delaney charges that MHEAC has opposed the Student 
Loan Marketing Association warehousing and purchase progralns. 
This is not correct. We have consistently favored the ware- 
t-.ousing program by which lenders borrow from SLMA. Under this 
program, funds obtained from SLMA must be recommitted to student ' ^ * 
loans Ah<\ the original lender remains responsible for loan 
adminisitration . MIHEAC has not favored the SLMA purchase program 
because funds obtained through it are not ^r.equired to be re- 
invested in student loans. Addi t ion^\l 1 y the original lender 
looses contact with the borrower and servicing of the loan 
would be taken over by an unassociated and to date remote 
servicer. In our opinion this would result in completely 
impersonal comf)uter i zed administration and high default 
experience. ^ 

In its effort to simplify and stre<^nline loan administration 
MHEAC lias dpvelop«d Kpd is perfecting a single sheet loan application, 
rt IS (»xpocte<i that this will be in use by January 1, 1976. 

Mr. Delaney requests a verifiable system for document ingV ^ ' ^ 
lOc\n applications whicli are rejected. MHEAC does document with 
written reason** any loan appl ica^tions returned for f£\ilure to 
qualify. 

i 

Mr. Delaney states that a higher gurvrantee fee has been 
r<«<|uest<vl without sufficient justification or explanation of* 
need. This is absolutely -without foundation. Authority to 
incr«'.\sc> the fee was requested by MHEAC of the U.S. Office 
of Education and MHEAC was required to provide data justifying 
its request* Notice of the proposed change with ^treason for 
the change was published in the Federal Register of May 13, 1975 
with invitation for public comment. Such comment as was re- 
C€'ived favored; the increase. No adverse comment was received. 
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Accordingly the Si»c:rot<iry of F.ducation (jubli.shed i\ change in 
the applicable rpgul.it ions in the* Fc»d(?ral Register ol' August M, 
197''> which pt»rDiits tli i s increase. Sovort\l oth(>r statt-s will 
also be ibCroat>ing thipir requiri?<l fcp. 

Mr. Dol.inoy sugqt-sts a diff(>r<?nt composition of MUEAC 
Boartl of Di roc tors, MHILAC ' s succ(?ss m securing lender 
cooperation (Mo lc»nciors with H71 offices accessible to 
bt)r ro»\<»r ) .ind growth in numbers and values of l>oan'*, along 
with its favorable default ratio, must surely speAk favorably 
for the Board and management. The Guaranteed Student Loan 
Program is a l0t\n progr^un not another grant mechanism. 
Moreover it i s a volunt^iry program in which lenders are 
enlist<Hl to participate* and ^\gree to do so in accordance 
v/ith the t(»rms of the prograin. This does require, however'^, 
such administrative and fiscal procedures as may be n^ces&ary 
to protect the U.S. from the risk if unreasonable loss, to 
insure propf»r and efficient administration, and to insure that 
due d I I igenci'„ wi 1 1 . be exercised in the making, servicing and 
collecting of the loans.' These requirements are necessarily 
more stringent than for a grant program. 

As 1 rKliC'"^ terl in our testimony, we stand prepared to provide 
any inffjrmation available to us which will enhance the HELP 
progr^uii (jri quia ted by our organization which has continued 
to serv<* .AS a prototype in many respects. 




Sincerely, 



HeJ,g<} Hoist 
President 




Treasurer 
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NONDEPAJITMENTAL WITNESSES 



Massachusetts Stodent Lobby 

STATEMENT OF JOHN SHORTSLEEVE, DIRECTOR, MASSACHUSETTS 
STUDENT LOBBY 

MAS8A0HUSETT&.GUAIUNTEE AGENCY 

Senator Brookk* Now we are pleased to welcome Mr. John Sftort- 
sleeve, director of the Massachusetts Student Lobby. He is h^Q to 
give us sonlfb' ina'jight into the student aid program from a Student 
point of view. * ' ^ y r 

Mr. SHOftTkEEVE. Xhank you. First of all, let me say .that I am 
sorry I dp not have a prepared statement. I was ftrst notified of this 
opportunity 3 hours ago. Let me, second of all," say that I am here as 
a member of the Massacliusetts Student Lobby. Although I am a , 
foi-mer member of the Student ,Loan CommissioTi, I am not here to 
speak for the commission for two reasons: One, the commission hasn t 
reached any formal conclusions, and-two, I have resigned. I have been 
replaced on the commission, by Tom Dohorty who \A a Harvard law 
student. It is possible that he will b|\here before the day is out. 

I won't take much of youf time, I would like to say, when I first 
began investigating the student loan issue 2 years ago I think'I was 
somewhat naive in thinking that the State gimraateed loan program 
-needed an awful lot^pf improvement. I think that after doing some 
research for the roniniissipn I would like foTirst say that I think com- 
paring the Massachusetts Guarantee Agency to other similar agencies 
throughout the Nation, that it ranks as^ one of the best guarantee 
agencies in the Nation. Tliey made an awful lot of money available 
last year to students. 

AREAS FOR IMPUOVINO PROOUAM 

Having said tliat, I think that any program needs impi^ovement and 

I think there are three areas where I would improve the progt-am. 

First of all we need ivore visibility. Right now there is not a list 
ftvailable of all the banks in the program. The Massachusetts \Student 
.I:x)bl>y cOndu(*ted a .survey 2 years ago on eight campuses, attempting 

to get some sort of divta on the question of demand. I don't have the 

siftrvey resirlts here wi^th me, but we found^liat there was a ^rea^lack 
.of awaren^is of the' prognun. There were many examples of students 

that had applied *to various banks that had been turned down for 
i various reasons and mostly just because they did not have an account 

for a period of time or their plirents clid not have an Account far a 

period of time with tlu^ bank. 

I think thnt. one. there should he n list of all the hanks available and 

it J^hould be made av;aitable through the rentrnl guarantee agency. Two, 

):\ ■ .. . \ i (00) 
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I think that the general standards nght now that emanate from the 
1965 act should be expanded upon and a more uniform system "of ad- 
ministering the system at the bank level should be attempted so that 
students— nght now when' a student goes in to apply for a loan, the 
selection process very often takes place before the application is given. 
If in fact you are given an application, the chances are very good that 
you will get the loan, but the loan officer makes the decision, we have 
found, as to whether or not to give you the loan and whether or not to 
give you the application. For that reason, you don't have thc data of 
students who have applied and students that have been turned down. 

I thinlf that on the question of demand as well, which comes up in 
Connecticutr— and Mr. Hoist and I were speaking a few months back — 
and I think that-pn the Connecticut phenomenon^ where they have 
given— I am not alUre of thQ exact d'ollar amount— it is in the $40 mil- 
lion area. It is ve Aldose to what Massachusetts gave last year, but they 
gave it to^ studeht population that is almost half that of Massachu- 
setts. I|4he demand is such in Connecticut for that percentage of stu- 
dents/who wish to apply for and receive HIjlLP loans, I think this is 
prpKably also true in Massachusetts. From niy experience with the stu- 
<mt lobby and the students that I have known, I think there is a 
greater demand for IIELP loan money than is currently available. 

VALUE OF o'hARA BILL 

The only other constructive suggestion that I will ^ve is that I 
think the current bill that is before the Special Subcommittee on.Labor 
and Education, the OTIara bill, Would amend title 4 of the 1975 act 
by clarifying the formula by which the special allowance is formuliited. 
ilight now it is Bomewhat of fit confused formula based upon various 
economic indicators and the banks are in a position of not being able . 
to know beforehand what the special allowance will be that they wjU''^ 
receive. The O'Hara bill is good in that it clarifies the standard.yrt 
ties the rate to thiB 90-day treasui'y rate plus a given percent, say 3 
percent. My only suggestion would b^ they increase' that by sayjjfg the 
treasury rate plus 5 or 6 perceitt. The idea is to make the banjks as in- 
terested in giving HELP loans as the^j;^ in giving^ car loan 
ttpftlications. for example.. It is a S^'sfemwITere you have^^d' volur^tary 
eontj^biition by the banks and ajyeffdf^ be macjl/to ma^e the 
tl)Jtfe%more attractive lo the hjxf(^ — if in fact we are gping to rely upon 
apital made available by tliB banks. 

Those are the only suggestions I would have at this time. 

Senator Brooke. Tlfaitk you. I am goin^ to^k that you be joined 
at jthe table by Miss Katlw Cafarella, a stud^it at Regis College. Miss 
Cafarclla, you may niakevyour statement/*^ 

Regis CoLLEOE,^^'^TON, Mass. 

STATEMCENT OF KATHY CAFARlEIiLA, STUDENT, REGIS COLLEGE, 
WESTON, MASSACHUSETTS 




XvAIiyfBILITY OP BANK LOANS 

Ms. CafauelIvA. My miine is Kathy Cafarella. I am currently a junior, 
a transfer student, at Ivcgis College. One year ago my father was sud- 



denlv la: d off from work Otnd hasn't been able to get a job since. As a 
result, 'it was left up to me to put myself through college. I re<?eived 
some financial aid from Regis, along with a national mrect student 
loan, jbiii^ I still could nbt afford to pay the remainder of the tuition. 

In JJuly, I began to apply for bank loans, for the sum of $1,490. 
"(^oolildgii Bank and Harvard Trust claimed that they had alloted all 
the money they had. Community National Bank in Watertown and 
Waltfiam, and Wavcrly Cooperative in Belmont had no money for 
studejnt loans. Union Market National Bank discontinued student 
loansj and Northeast P^aderal Savings told me to wait until September. 
*At tliiis point I was beginning to woriy^about kow I would get the 
^ mojiey to start school in September. I contacteij my financial aid officer 
' and $hc referred me to the board of higher education. Through the 
boarcjl cf higher education I was recommended for a loan at the 
Newljon-Waltham National Bank. As of the first of October, I had 
still tiot been guaranteed this loan. It canie through last week. 

Senator BuooiCK. Thank you, Miss Caf arella. 

Mr. $bortsloeve, did you ever tipply or have you ever received a 
studentjloan? 

Mr. oHOnTSLKKVE. I have. As a matter of fact I will be indebted to 
a large extent when I graduate in Juncp It has enabled me to 'go 
(hrough undergraduate and graduate school. 



BANK QpESTIONIXG OF IX3AN APPUCANT 

Senator BnooKii. Miss Cafarella, did the banks ask if your father 
was em :>loyed? 
Ms. GIafari'Xla. No. 

Senator Brooke. Do you think that that was a factor in your being 
tunied down ? Is there any way for them to have known about \i\ 

Ms. Cakarki.la. No ; they, didn't kno\7 about it. 

Senator Brooke. Were you asked if your family had an account at 
the hanks where you applied? 

Ms. Cafarella. Yes. 

Senator Brooke. At each bank? 

M.S. Cafarella. No ; not at al) of the banks. 

Senator Brooke. Do you remember which banks asked you that? 
Ms. Cafarella. Coolidge and Ilarv^ard Trust. 
Senator Brooke. Do you think that was ajactor? 
Ms. Cafarella. We did have an account there. We had an account 
at the Coolidge Bank. 
Senator Brooke. That is your parents who have an account there? 
Ms. Cafareli^x. Yes; my-parents have; an account there. 
Senator Brooke. But you did not receive a loan from them, either? 
Ms. Cafarella. No. 



LENDING 



AGENCY REACTIONS TO STUDENT LOAN DEFAULTS 



Senator Brooke. Do you think that the bad press that students have 
been getting over defaults— do you think that is justified— do either 
of you know? 

Mr. Stiortsleeve. On the default issue, I think that you can say 
that th(? bad proRs is such that they say, you know, the student loans 
have a high default rate, and it seems that generalization is accepted. 
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Thifty should distingmBh between Federal programs innvhich therevis 
a guarantee agency and Federal progr^ams in which there is not, and 
I thirik the default rate is very different. If in fact the default rate is 
25 percent for the natiohtiJ direct student loans, as has been testified 
at fieai'ings in AVashington, it is obviously much higher than is the 
cas(> with the StaUj guarantee agencies in this region. 

Torn Doherty has just arrived. He .is the other member of the Com- 
niission, the person I was speaking in behalf of. 

Studknt Loan Commission, HAnvAUD Law School ^ 

' STATEMENT OF THOMAS DOHEBTY, STUDENT LOAN COMMISSION, 
STUDENT AT HABVABD LAW SCHOOL 

REASONS FOR STUDKNT IX) AN DEFAULT RATE * 

Senator Brooke. Mr. Doherty, why don't you take a seat at the 
witness table. 

As you sit down, I am Roing to ask you, what are the reasons that 
student borrowers default on their loans? 

Mr. DoifKRTY. The reasons are probably many. I don't Icnow that 
there has bet^n'a si/^nifieant difficulty Avith students defaulting on edu- 
cational loans lis (Opposed to car loans. 

Senator Hrookk. Wo have testimony and data that one out of every 
four loans are defaulted. 

Mr. DoiiKRTY. And do you have testimony as to how that compares 
with Yoans made for other purposes by people of the same age? 

Senator Brooke. \o. 
I Mr. DoiiKRTV. Do you have a breakdown as to whether or not 
students who are from a State and go to a college within the State, 
and then continue* to resi(U* in the State, have a different default rate 
from studentH who go to a cojlege outside of their own State and even- 
tually reside in yet another State? I think there could be a problem 
aiid there just does not seem to he- — at least Ave have not found- 
information avuiluhle to j)inpoint to what extent, if it were made 
j)0ssil)le that studi^nts.in Massachusetts, going to school in^ Massa- 
chusetts, had priority for student loans made in Massachusetts, that 
the default rate would he lowered, if that were true. Right now there 
is. in form or fact, no priority given for students who are residents of 
Massachusetts. ^ 

R KH n ) K N C V R EQt " 1 R K M 11 N TS 

Senator Brookk. Well, sonu* States have residency requirements. 

Mr. l)(UiKUTv. Which are rather mininuil. Banks sc^o a difficulty in 
u;aking a loan to a student who is going to be at a college in the State 
and then going out of State. We have received indications from banks 
that that is their reason not to nuxke loans to students from out of 
State. But if the student fulfills the residency requirement, if the 
money is available, the hank should be making tliat loan. The problem 
is that we don't have information on what the different default rates 
are. We don't know if the hanks fears are justified and we don't know 
if in fact they are using that statement as a protection for some other 
unspecified reason. 
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' Senator I?uookr. Well, regardless, one vout of four ii really pretty 
high, 25 percent, and in the proprietary sjchopls it is 60 percent. I 
take it from what you have said that you wQ]uld feel tjmt the default 
rate would be much Ibwer if. there was a requirement that thej>e be a 
strict residency requirement for student loans. 

Mr. DoiiERTV. I am not in favoi' of a strict residency requirement 
across the board. 1 am ifi favor of banks, jn Massaxjhusetts being able 
to have priority ftinds available ;for Massachusetts students. That can't 
presently happe/i because aivy students that fulffll the residency re- 
quireimerit have /equal nghtAo the funds. 

Senator Bkooke. Wouldn't that be somewhat discriminatory and 
Massachusetts would be rather unique in t^iat regard because we have 
BO many- universities, so many colleges and postfeecondury schools in 
Massachusetts, and many of our students come from otit of State. 

Mr. DoiifiiiTY. ThfTt is right. • ' ; ♦ 

Senator Brooke.' We have some of the best doUeges and univer^jitiGS 
in the country, so t^ey are eaget' to come here to'^go to schooj., 

Mr. DonEUTY,*And if they come |rom Illinois, isn't there some.rea- 
son, though, to ask banks in Illinois to make the Joans as opposed to 
banfes in Massachusetts, despite the fact tliat it i^n Massachusetts insti- 
tution? ■ ,^ 

Senator BiKiqke. So that if thereMs a limitation on student loan 
funds, the Mas8achuset);s residents should receive those funds? 

RESEAIiGH WOUIi, OX STUDENT LOANS , ^ 

Mr. .DoHERTY. That is right. Can I just add that we have been re- 
searching student loans this year, and I spent some timp in Washijigton 
and we spent time in Massachusetts trying to gather data, hard data, 
on default rates, the reasons why students ai^ turned down, on why 
it is that banks are unwilling to make loans, and we have some genera/1 
notions that the subsidy is not very large and the banks are not at- 
tracted by such a low rate of interest. 

Senator Brooke. Unprofitable loans, in other words. 

Mr. DoiiERT^'. That is right. One thing that 1' want to underscoi'e, 
that John Shortsleeve referred to but didn't bring out I thinlc emphat- 
ically enoijigh, is that the OTTara bill now in Congress not only aims to 
make more explicit this special allowance, the subsidy, to students, and 
while (loj^jBO leads to a 3-pei'cent rather than more favorable 5-per- 
cent subsufyTbut it actually reduces the special allowance over the spe- 
cial allowance that is presently being given. There is testimony that. 
Mr. Nestor made, Mr. William Nestor of the National Coimcil of 
Higher Educational LoaaProfframs, before the Subcommittee on Edu- 
cation of the Coniniittee on Labor and Public Welfare of the Senate, on 
July 17, 1075. We went through his tx^stimony as well as all the other 
test'imony of people at hearings tliM spring, and his- is especially im- 
portant be(»iiuse it shows that the net effect under the present scheme of 
administration would be to redvrce the subsidy if the O'Hara bill went 
into effect, below the 1.25—1 tllink is the present rate of the subsidy— to 
about .018. So the O'lLinil^ll is doubly bad, even though it purports 
to be a clarification. It i/doubly bad in, (a) it doesn't have a high 
enough .subsidy; and U/) the subsidy that it does have, when it takes 
effect, takfes effect at aAery Iqw rate, lower than it apf^aa^s iti the word- 
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ing -of the bill itself. It^would decrease the funds in rela:tion to those' 
*^ Slearer"^^ i:ather than be a bookkeeping device to make things 

. ^ " . STUDENT BANKJRUPTCY ' 

Senator Broo to:. Do you think that' student borrowers should be per- 
'"^ilr 1-^^ ^® ^^^^^^ sfudent loans in bankruptcy proceedings? 

Mr. DoiiERTy. No. I think that one of the main futures of a student 
loan program is to try to provide an ethic orf deal-keeping, of applying 

f -^^ g^i'^g credit,, keeping your promises, at a stag^Vhen a 
student is ve^ concerned about getting an education, verv much in 
nee^dof a loan,a]ft4jiMs a verygjpodtimetoii^^^^ 

V benator BjOGKE. Well, that is the princrpal. What about the interest 
at that date of bankruptcy, due that date of bankruptcy r Do you in- 
clude that? ' ' . ^ '^•^ a . 

Mr. DoHERTY. I think I would be much more willing to make any 
arrangements ppssible to allo%v^the shideijt to pay the interest andih 
would be much more willing to'do what I can, especially if the economy 
turns down, to try to make adjustments, in light of tlie fact that th6 
Joan may have beeli made 4 or 6-years earlier, and in the light of very 
different economic fa^tofs, and it looks like job possibilities are rather 
better^' J 

^ Seftator B:jtooK:E. Do you^^sl^e^ it a binding contract that the stu- 
-'^dentshouldbeheldtb? ' " . - 
Mr. DoftERTY. Yes, Ydo."' 

Senator Brooke. D^you agree, Mr. Shortsleeve ? ^ ' 
Mr. Shortsleeve. I do. 

REASONS FOR "bank REFUSAL OF STUDENT L0j|N IH^UEST 

Senator Brooke. Miss Caf areola, why do you think you wgre turned 
^dOwn at these banks?. They didii't know that y©ur father was unem- 
ployed at the time: Yoii are not bf minority glpup. You are female.' 
I don't know if that is coipsidered a minority gr^^p. though you are in 
tlie .majority. What reasons do you have? Do you really feel that the 
banks didn't have the money, or do you feel there is some other reason 
why you were denied?^ ^ r - 

Ms. Cafareli^a. I can't see any other reason why I was refused. 
Senator Brooke. Academically were you qualified ? ^ ' 
Cafarella. Academically, I was very qualified. / 
^ Senator Brooke. Did you just go to the wrong banks ; 411 banks plus 
brandhes and you just picked out the wrong 4 ? 

Ms. Cafa^ella. Well, I WQjat to two banks Avhere^ my father has ac- 
counts l)ecause I thought I wouW have a better chance. 

Senator Brooke. Why did you think you would have a better chance 
there? ■ " , . . « 

Ms. pAFARifiLLA. B^causc.of the fact that my fivther does have money 
in tliat ba^hk, and I myself have no bank account. ^ * 

Senatpr Brooke.' You mu«t have heard that ^ight be oFsome help, 
if your parents Jiadiin acqmint there. Is that i;ight? Did you know 
about that befqre you went tliere ? , ^ " 
Ms. Cafarella. No. ... 

Senator Brooke. But you felttitiat would be an advantage for you ? 
Ms.jCAFA<b:LLA. Yes,'l did. " \ ' 
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Senator Brooke. Now, the bank that you finally got the loan from 
last week, your parents don^tjiave an account at that bank? 
Ms. Cafarella. No. ^ 

Senafcar. Brooke. Brr^youwere recommended to that-bank by the 
State agency? ^ — ^ 

Ms. Cai^'auella. ^'he Board of Hi^heHEducation. 

Senator Buoqi^e. DoOvS the Board of Higher Education make rec- 
ommendations to tlfe bank? ^ - - . ^ 

Ms. CAFARELr^\. My financiul aid offioniv asked me to call the Board 
of Higher Edilcution. 

. Senator -Bkodke. You called the Board of Higher Educatio^i and 
what did they 'tell you*? 

Ms. Cafarella. They told me that they would try tp get me a loan 
at^ Northeast Feideral Savings, and when it didn't come through, they 
were not able to get mel:hevloan, tlidy got it in Walt ham. 

Senator Brookk. Does the Board of Higher Education- actually 
place loans for students? There .is someone here frqm^he Board of 
Education and we are ^^oing to hear from him, but^^ut of turn, could 
you answer that question^ Is that a service that is rendered? If a 
financial aid officer calls the Board of Education or the student is 
turned down by three or more, can you then go to the I^oard and they 
will place you, like! in insurance? Can someone answer that? Would 
you identify yourself for the recWd, please, sir? -s 

ASSISTANCENFROM HELP 

Mr. IIousT, I am Mr. Hoist, the president of MassacJ^ijasetts Higher 
Education. I don't think she recogniz^ that it was our organization 
and we do that (piite frequently. It Vas not the Commonwealth's 
Board of Higher Education. Our corporate name is rather confusing., 

Senator Brooke. HELP. I see. So yo»)v werfe helped by HELP, in 
other words. That is how you^got this, and Miat is not uncommon. That 
is a practice. y / 

is this generallly known— getting back to Mr. Shortsleeve's testN 
niony — that there sliould btvinore visibility, that more.people ouglit to 
know about the program, et cetera? Is this generally 4cnown, that if 
students encounter great difficult in getting their student loan from 
some banking institution, that HELP will help them, to use that 
expression? i)oes that appear at all in any printed matter for students 
to read so. that they would know about it'^ Does that appear on college 
campuses, for exanipTe? We had a student here earlier today who testi- 
fied. He was a minority student. He s'Vud that he went to three or four 
banks and he particularly felt that he was being discriminated against, 
both in New York and in Massachusetts. Some of it was racial, he ^idj 
but some of -it was resideptial. He said he went to .New York and they 
said lie was residing, in Massachusetts. He came back to Massachusetts. 
They said he was residing in New York, The upshot of it was, he was 
unable to get, and still is miable to get, a loa^i. Would that student 
know that the services of HELP are available to him? How would 
that student know that? 

^ ^Ir, IIoLST. I don't know if you want to ask us questions at this time, 
but it is made known to the guidance counselors in high schools and 
to the financial aid officers in colleges. In this^case, it is the college who 
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' recorrlinended that the stwdent ask our help, and we have been put in 
touch With them. 

. Senior Brooke. So it is not the student; it is the financial aid 
ofiiccr,tod the hi<?h school counselor that has this information. 

Mr. HoLST. What I have been tol^ by the bank is thU the bank 
actuallykslfed that same student to come in and lie did ndt come in. 
He sent frieYids and various other people but he did not go in himself. 

benatoi Brooke. In that particular case I just was mentioning? 
^r. HoLsT. Right. There is more to that case than was told. 

Senator^BRooKE. All right. I don't want to get into that particular 
case now. Thank you. But you do not^put Qut literature which would 

available in colleges and universities \ 

Mr. HoLST. .Yes, we do. I have some of it here which I will submit 
to you. . ~ ^ 

BORROWING FUNDS FOR POSTSECONDARY EDUCATION. 

Senator Brooke. Thank you. ' 

Mr. ©abgi'ty, how do you feel about students having to borrow fov 
their postsecondary education ? 
' Mr. DoiiERTiV. Senator, I perhaps bave a unique viewpoint on that 
because, when iVwas finishing high school, my family Was in very good 
financiaJ shat)e, tod then, due to the death of my father very suddenly, 
the entire pictuti changed. I went taHoly Cross where I was student 
body president, aSid during the time I was at H61y Cross,.! received 
substantial scholmrship money. It was not loan money. I was very 
privileged. Upon graduation, I received three national scholars^iips to 
study and I chose to study in England where, while studying at Ox"- 
ford, I noticed that students at Oxford are totally funded, not only 
their tuition but their Irving ex^penses* and their books allowance. A 
very much smaller percentage of the students in England get to goto' 
the larger universities, only about 18 percent as opposed to Amenca's 
much vaster percent, and it is funded tl).i*ough the taxpayers. 

In the United States we have a very different set of priorities. We 
begin by feeling that more people oitght to have the opportunity to go 
to college and at the same time they ought to make a much larger con- 
tribution to the extent posaibljfo" toward their own education. I think 
that while I tend to agfee with the first of America's priorities, that 
more, people ought to goVx) school than go to school in England, I am 
somewhat discouraged j^^fjlen I see the very heavy financial burden that 
many students are catryiiVg when they finish -school ^and venture into' 
an economy that not very healthy, and are burdened with a very 
large debt. So^ am somewhat discouraged, and discouraged §ven more 
when I se^'that the Statte schools' tuitions are increasing and^more stu- 
dents frdm middle-income families are finding it harder to get loanSy^ 
and once a s^uciQ^t gets a loan they are fitiding it very hard to get 
started. And this ii^ not even taking into account postgraduate educa- 
tion. I am finishin^v law school now. Many of my law school classmates 
are burdened with 10,000, 12,000, 14,000 dollars^ worth of debt and it is 
very' difficult a^ they face a job market that has very little room for 
them. 

GRANTS FUNDING l^LJ^V OF LOAN FUNDING 



Senator Broqke* What would you do under those circumstances? 
Obviously you don't fa^ or forgiveness because you have already testi- 
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j^ed on that. Wliat do you think should bo done? Should there be defer- 
l^pehts, postponements, or what? 

\Mi\ DonKRTi\ I think a niuch larger share of the student's post- 
gtaduate education should be funded through grants, not loans. 

Senator Brooke. You favor BEOG programs, primarily ? • . 

' Hr. DpiiERTY. I am unfamiliar with that. 
Senator Brooke. Well, you do favor grants I'ather than loans? - 
Mr. DoHK^tTY. That is right. T think the Federal Government has to 
make a much larger commitment to undergraduate education as op- 
posed to research efforts. If expenditures for education have to be re- * 
oriented because there is not sufficient funding coining from outside, 
then I would even be willing to go so far as to say that more money 
ought to be available for undergraduate education^ even to the extent 
of pure research because I think that some drastic steps have to be 
taken. 

SUPPLEMENTING OF TUITION FUNDS 

Senator Brooke. Miss Cafarella, what is your loan amount? 

M.S. CIafauei.la. $1,500. 

Senator Brooke. Is that an annual loan? 

Ms. Cafarella. Yes. 

Senator Brooke. Will you be working at all during your junior 
year? 

Ms. Cafarella. Yes, 

Senator Brooke. So you will augment that $1,500. What is your 
tuition? 

Ms! Cafarella. $3,900. . . 

^ Senator BftooKK. Will your work plus your loan be sufficient, or will 
you have to get other funds? 

Ms. Cafarella, It wob't be Sufficient. 

Senator Brooke. Where will you get the remainder? 

M.S. Cafarella. What I will'do is, I will have a full-time j9b prob- 
ably, at a semester break, becaus(o^ right now I anionly working part 
time, and wnth summer employinent. 

Senatoi- Brooke. Ai*e you eligible for BFlOG? 
■ Ms, (\\FARKLLA. I aiu iiot familiar with that. 

Senator Brooke. 1 am amazed at the number of students who don't 
know anvtliing about BEOG. It is very, very interesting, my don't 
you look'into it ? So<^ if Vou are eligible for it. I don't know that you are 
• eligible. That is a grant i)rogram, basic educational opportunity 
program. 

' Ms. CafarefvLa. Oh, I did. I am not el igible. 
Senator Brooke. What are you studying? • 
Mh. Cafarella. Speech therapy, 

Senator Brooke. You are out of school, Mr; Shoi-tsleeve, is that it? 
Ml', SiroRTSLioEVE, T have a ye^ir left at law school. 
Senator Brooke, And Mr, Doherty? 

Mr. DouKKTY. T am a third-year student iit ITarvard^Law School, 
Senator Brooke. Are you takinc; business administration as w6ll? 

Are you under that 'program? " . ^ 

Mr. DoirERTY. No. I am in a program in the economics department^ 

continuing economics that I studied at Oxford. 

' Senator Brooke. Thank you very much. I am. vei^ grateful to you* 
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Next wo have the Massachusetts HELP agency. We will hear 
from the Massachusetts Higher PMucation i^:ssistance Corporation, 
otherwise known as the Massachusetts HELP agency, on guaranteed 
student loans. Massa^chusetts HELP ia one of a number of State guai*- 
antee agencies around the country. By law, the loans which these Agen- 
cies insure are reinsured by the Federal Government. Ih the instance of 
a default on the loan, the Federal Government reimburses the State 
agency fofm i)ercent of the default claim that is paid. Thus the HELP 
agency is a major factor in th^ student loan field m higher education in 
Massachusetts. I believe it can have a big irnpaxit on the availability or 
nonavailability of funds for student loans. Our witnesses are Messrs. 
Helge Hoist, president of the agency, and Joseph Cosgt'ove, treasurer. 
Both of you are welcome and you may proceed. 

If you have lengthy statements I will ask you to summarize the 
' statement because I have a number of q^uestions and many af them I am 
going to hfiye to, submit to you in writing and ask for your response 
m writing for the record, but we do have many other witnesses and 
we ha^e just about an hour or so left. 

Massachusetts Higher Education Assistance Corporation 
joseph p. cosaeove, treasurer 

HELGE Ho£sT, PRESIDENT, MASSACHUSETTS HIGHER EDTTCA- 
TION ASSISTANCE CORPORATION 

ACTIVITTES OF HELP AGENCY 

Mr. CosGRovE. My sfktement is very short. Senator. The Massachu- 
setts Higher Education Assistance Corporation distinctly appreciates 
this opportunity to make comments to you about the present Federal 
student Ipan program, and to fill you in very briefly on our own HELP 
organization. Massachusetts Higlier Education Assistance Corporation • 
wa^ incorporated in 1956 and is the oldest public student loan program 
in the United States. ^ 

When the Higher, Education Act of 1965 became law, it called for an 
agency in each State to be or^ani^edto administer the law'. When the 
Office of Education was ready, Massachusetts was the first State to 
sign th(;^' agreement with ther Office of Education to administer loans 
under Public Law 89-329.- . 

We ^yere fortunate at that time to be invited to Washington to assist 
in writing the regulations governing the program, most of which em- 
• bodied regulations already in force under our own Massachusetts 
program. ^ ^ 

TIELP LOA^rS ANT) DOLLAR VALUE 

Since June 1966, the Massachusetts HELP program has guaranteed 
over 200,000 student loans with a dollar value of $225,579,000, and now 
ranks sixth in the nation in volume. At present we enjoy 348 lenders 
which, with their branches, expand to 873. These lenders embrace com- 
mercial banks, savings banks, cooperative banks, savings and loan 
associations, together with credit unions. We have given yau the above- 
information to show that the following comments on the prfesent pro- 
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gram have been ftri-ived at through our actual long experience in all 
phases of a student loan program. 

vXl^trE OF FEDERAL STUDENT LOAN PROGRAM 

No. 1, it is our opinion that the Federal student loan program ranks 
side by side with any of the great Bocial programs now in vogue, such 
as social security. Since 1966, 8,215,000 students hav.e received loans 
totaling $8,653,988,000 as an aid to their higher education. If we are 
to place higher .education close to the top of our national priorities for 
the welfare of the country, what greater monument to actual acom- 
plishment could we have ? 

No. 2, there are, of course, we believ.e, certain improveipents which 
mn be made in the student loan program,- to implement even greater 
success in the end result, Recently it has been clearly shown that there 
is room for improvement in the accreditation of schools^ to make them 
eligible for their students to receive loans. The whole system trf ac- 
crediting proprietary schools needs, in our opinion, a thorough reno- 
vation. Also, much stricter attention is needed in the policing of these 
schools after they receive accreditatioti, to be sure thev are following 
the rules and regulations which their accreditation calls for. 

We mention particularly that they have adequate faculty and facili- 
ties for any program listed in their brochures, as available to stndents 
who enroll. We also advocate complete elimination of commissioned 
agents for procurement of applicants .for enrollment. There should be 
adequate financing for successf id completion of the schoqls' objectives. 

No. 3, we are sure that the sponsors of the Higher Education Act 
of 1965 never believed that the loan program this bill created would 
ever expand to the enormous size which we have at the present time, 
and which is certain to grow greater *and greater as our youth enroll- 
ment for college also continues to be greater each year. The actual 
handling of the financing of the entire program is really composed 
of straight business transactions and has nothing to do with the 
academic aspects.* u j «l 

Every well established business, large or small, carries in its budget 
an amount for bad debts. This amount is arrived at from a realistic 
approach to the facts of life, to the fact that there is giief at times in. 
all business enterprises. Fractically\ evet-y separate industry in the 
United States has an association which individual members can use ■ 
for in,fonnation. One of the most valuable sources of information is. 
the norm for bad debts for that industry, which advises a member \ 
whether or not his own particular organization is going beyond the 
usual percentage for bad debts. 

Until the Department of Education arrives at what would be con- 
sidered a fair average norm for defaults, >ye will never eliminate the 
\^ild statements which appear almost dailif^, attesting to the fact that 
the student loan program is a failure because students borrow money 
and never intend to pay it back. Figures to date indicate that a 7- to 8- 
peirent default in State programs seems to be average. If that is 
so, it would mean that 93 percent of all students who borrow pay 
back their loans. ♦ . 

We' think that the Department of Education becomes panicky be- 
cause the sum of mondsy entailed in defaults has become such a large 
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figwe, while they fov^vi that the program has sales figures of over 
$8 ®nion since its inception. ^ 

M NATIONAL AVEILVGE DKFAVLT RATE 

S#iator Brooke. Mr. Cosgrove, where did you get this 7- to 8- 
perc'&it default, other than here in Massachusetts^ From other States.? 
Mi| Cos(jRovE, From Washington, 
Sei|ator Brooke. The national figure? 

Mi| CosGROMc. No, the average figure — for StatQ, This is separate 
fromthe Federal figure on Federal loans. 

If Ve can establish what seems to be a normal percentage for 
defaidj:^, we could center only on those sources of loans whose per- 
centage rate is far above nonnal. We truly believe that if the now 
famou^ Jacl^, Ackley phrase of ''You must use due diligence in the 
giving (rf loans and collecting of defaults" is put into operation, it will 
be possible to reduce the present rate of defaults. 

No, 4, at the present tinie, the Government rebates to the guarantor, 
80 percent of the sum he pays to the lender if a loan goes into default. 
Without this help from the Government, many agencies^ of course, 
would be: forced to cease operations at once. 

We advocate, liowever, that an agency be reimbursed, not 80 per- 
cent, but. 100 perc(»nt on a default, which would-enable the agency to 
become completely free f>f any anxiety as to the depletion of its guar- 
antee fund. 

However, we also advocate that the Department of Education tie in 
the lOO-perccnt guarantee with a very strict use of the due diligence 
feature meiftioned ahove. 

In closing, in case somebody should ask how do you define ''due 
diligence'', we are taking the liberty of fpiotingthe following definition 
which comes i*ight from Mr,,Ackl(\v himself, ''The requisite policies 
and pr(>cedi4res to assure that all reasonable effort has been effected 
in the nudvjng, the servicing, a7ul the collecting of the" guaranteed 
stuch^it loan'j'' ' 

The stalT bf the Afassnchusetts Higher Education Assistance Corpo- 
ration will be (inly too willing to answer (piestions or give advice, if 
asked., to anyoiu^^-about the guai'anteed strident loan pr^^ram. 

E I ) 1-: R^\ L L V I V s r R i: I ) A N n r k i \ w r r i-:n lV a n* i »()s i 'ri o x r 

Senator- Br(iokk. Mi*. C\)sgr()ve, from the Library of Congress Con- 
gressional Research Sei'vice, the federally reinsured portion which is 
what you are concerjunl with, in l!)74 it was T) i)ercent; in lOTfi, 7.4 
percent: fiscal 1976, (^stimate(l at 10.5 jiercent. ThatV the i-einsured. 

Mr. C().s(;r()Vk, My informatitui dilfei's from that. I don't know where 
they got it from, but it came right from AA'sishington yesterday. 

Senatf)j,;^ Brookk, The federally ' insured poi tion is 10 percent. The 
fedei'ally reinsured portion is 1 0.5 peircMit. 

W(^re you here when Dr. Si 1 her testified ? 

Mr. Cosc^RovE. Yes. 

Senatoi' Brooke. I take it you disagree with Dr. S'ilber in the direc- 
tion in which you are ^oing at the present time. He would reduce or 
eliminate the loan progfam and go to the grant program, flo feels it is 
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burdensojifie upon the young students, graduates, who may be harnessed 
with $7,^60 6r $14,000 debts as t^hey start life, and other I'easoris he gave. 
.1 won't repeat it all. And he says it has been -a failurei You obviously 
say it has not been a failure — fc'he program has not been a failure. 

I quite agree with you on the default, we can't just go on that in 
determining the success or failure o^this legislation. Wliy , do jou 
think it has been a success ? 

^ Mr. CosGRovE. I think Dr. Silber forgets the fact that that money 
would have to come from somewhere, as it does in the student loan 
progjraih. I happen to know that Boston University is a very heavy 
paiticipant in, our student program, and thejoails range, as you Iniow, 
frdm $1,500 up to $2,500. I don't know where Dr. Silber feels that 
would come from, that income that is coming into B.U., if it didn.'t 
copne from the student loap program. * ' 

. Senator Brooke; It wOjild be grahts. « 

.Mr. CoSGROVE. Yes. It would be U.S. Government and taxes. I think 
anyone in^^Dr^ Silber's positi?on should hav;e a little regard for the t,ax- 
paying public. . % ■ 

[Senator Brooke. Mr Hoist, do you have a statement ? 

Mr. HoLST. No,sir. . ' „ ' / 

SUMMARY OF Hr.L^ AOTIVITY IN LOAN'^PROORAM 

Senator Brooice For the record would you briefly summarize how 
the organization you represent fits into the loan program? 
" Mr. C08GUOVE. Well, as I mentioned, the program #as organized in 
1957 by 50 of the most prominent men in this State, principally to 
help students go to^coUege and get their degree. They quickly found 
out that the credit qf the iState couMn't be used for the mdividual, so 
at thai time tliese 5l different men who became directors came up with 
a plan for the banks of the State to participate in lending jnoney that 
could be guarantc^ by our organization, and at tha|Stijfne we estab- 
lished a 12-percent reinsurance fund in our organizaticM as colla,teral 
for the banks making tfe^e student loans. We went along in the normal 
until 196G when the hew Government program came, and when 
they required an organization such as ours to be in eVery State in the 
union; we immediately were^ '^pointed by Governor volpe, I think 
it was at that time, to bathe agency in ''the State of Massachusetts to 
represent MasJ^licliusetts with the Federal Government on the prograni. 
That was when I was called to Washington to help write the rules and 
regulations, which are principally the same today as they were then. 

DIRECT CONTACT WITH STUDENTS 

Senator Brooke. Dp you have any direct contact with the students? 

Mr. CosGRovE. Yes. Not all the students get the loans. We have con- 
tact with many, manj^ students that come into our office— who have 
either been sent there or came in for information about the program. 
If I may elaborate on that for just a minute— becauge I sat here all 
day long listening to statements that are definitely not so according to 
''oiir own situation of $225 million having been given to kids. 

I can't recall one single student that came into, our office to get a 
loan, for any re;ason,'that didnt receive it, provided he was eligible to 
/ . ' 
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receive the loan. And it works like this, of course, all over the State. 
Ihe enrollmeiit I tbi;ik of higher education students in Massachusetts 
isAbout 225,000. I heard you mention 130(1,000 this morning, and I am 
not going to dispute that figure, but the Department of Education 
furnished me yesterday with the 225,000 figure. Of course it is possible 
in that many instances that ^oine one youngster or two youngsters, 
here and thcr^, or three of f6ur youngsters, would have difficulty in 
getting tiieir loans, but it is mostly because they don't know how to get 
thefn and principally because the fimincial aid officers in the colleges are 
negligent in the way they give information to these kids,- because every 
single hnancial^iUd officer in the State of Massachusetts^knows that if 
tiiey get in tmich with our office they have never been "turned down ,on 
getting a>an provided the kid was eligible all along. So when I hear 
.these VHiTripiis people testifying about aril tiieir trouble getting loans, 
Idoii^tbuy It. ' 6 6 » 

/Senator Brooke. I just want to give you the source, not that I want 
to belabor the point about the number of students liere. The HEW 
computbr gives Massachusetts 309,442 students. 

Mr. CosoKOVE. I imagine that embraces proprietary schools and any- 
body whp.niight be classed as higher education. 

Senator Bkooke. It is a lot of students. 

JS'^w, you had a statement you wanted to make, Mr. Hoist? 
./ Mr. HoLST. Well,'you had some question. I wondered if you wanted 
it answered now. 

Senator Brooke. Yes ; I wanted you to clarify that. ' ' 

RECltUITlNG OF LENDERS IN PROGRAM 

Mr. HoLST. Do we actively recruit lenders into tKe program? You 
asked, among other questions, was the number of participants in the 
program, lending participants, larger or smaller? The answer is— 
Mrger— and the number of loans has been larger usually by 10 or 
more percent, and this year will be 10 percent more than last year. 
And the dollars have gone like this—in 1972, $25,.548,000; in 1973,-^. 
$29^f0,000; in 1974, $35,500,000; and th is year we are at more tlian 
10 pc^Vcent ahead of last year. 

We do not have evidence of a large unmet need, and.^^e financial aid 
officers know us, the student counseling people know us, the lenders 
know us. We do not deny that there may be some who give' up, but it 
cannot be large in number. 

^ Dl.SSEMIXATION OF INFORMATION TO STUDENTS 

SenafeQr Brooke. Wt?ll. ai*e the financial aid officers doing a good job 
in disseminating this information to'the students. Mr. CosgrOve? 

Mr. CosuRov^i. There isn't any question, sir, tjiat some of them are. 
In the larger colleges where there are' professional student aid ad- 
visers. I think they do a pretty good job, but we have many financial 
aid officers all over the State, all over the country in fact, who kve 
football coaches, baseball coaches, or something like that and they 
couldirt^care less about sitting down with a youngster for half an hour 
and giving him all this information. They haven't even got it, prob- 
ably. So by and large, I think what we ran into 2 years ago, when it 
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failed, because- a!l applications were sent to the financial aid officers 
to be evaluated and then a rocomnnended amount comes baak, which 
was the amount you could give and no more — the dKopoff rate on loans 
was terrific. I .have to say this. Edith Green, who was the pnncipal 
advocate of that particular systeni, I sat irv4ier office one day and I 
said: "It will n^ver work; Well have a tremendous drop in^ student 
loans/' She put her ai'm arounfi me and she said, "It wiil work out, Joe. ' 
It will work out." But it didn't work out, and th^t is when the Presi- 
dent had t^o ^'all^that emergency meeting^'for an amendment. I think 
that is proof enough that financial aid officers haven't got the exper- 
tise to definitely advise just what a youngster should have from the 
income that comes into his family. Wa had cases where a family haji 
$9,000 and they recommend that $5,000 should be spent on the student's 
college education. ^ - 

" TRAINING PROGRAM FOR TINA NCI AL AID OFFICERS 

Senator Brooke. We had financial aid officers before us this morning. 
Admittedly they were from excellent schools and I thought they were 
very impressive witnesses and very knowledgeable about their work. 
What sort of training do we have for financial aid officers ? ^ - 

Mr. CosoROvE. I don't know. I don't kjiow whether you (jan^o to 
college and take a course to become a fifiancial aid adyiser in jtrschool. 
I dpn't think you can. « ^ 

Senator Brooke. It is not Jike in the days,when I was coming along, 
when they had these guidance counselors. There was a lot of politics. 
They would give it to anybody who was 'friendly with the principal 
knd knew absolutely "nothing about guidance counseling. They would 
tell you if you were an artist that vou ought to be an engineer. If you 
• were good in mathematics they tell you you ought to be a basketball* 
pla5^er or something else, or go into nursing, or something or other. 
Is that the way it is done with financial aid officers ? 

Mr. HoLST. We Ijave participated, at the I'equest of Mr. O'Hare^ — 
we did participate in a statewide program with the financial aid offi- 
cers from all over the State. / ^ 

Senator Brooke. Is that the one that Mr. O'Hare mentioned? 

Mr. HoLST. It is tKe same one, yes. We regulated those Icind of things 
for banks, and we train bank personnel and we distribute written in- 
structions whenever it seems worthwhile. We carry on an extensive 
program for the lenders, but we have not rn the past had the same kind 
of program because we have not been involved with financial^aid offi- 
cers, but they have an association of their own, both a national and a 
State" one. They apparently sometimes have differences of opinion 
among themselves, but they do have associations and they could carry 
on training [)rograms. 

Senator Brooke. It seems to me tliat if you just have a program to 
train the nieml:)ers that you are only Jtreating the patient for 50 per- 
cent of his needs. 

Mr. Ik)LST. Well, it is a question of whose responsibility it is. 

Senator Bkookk. Whose responsibility is it? 

Mr. HoLST. We have taken the responsibility because we existed 
prior to^he Higher Education" Act of 1965, of enlisting lenders aS 
lenders, and of getting them to do the right things in the loan progrkm. 

iia . • 
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Senator Brookk. Wluit good is it if the student isn't getting the 
information throufjfh the financiar aid offic(»r — if that officer is not 
qualified, is not equipped, has no knowledge, and as Mr. Cosgrove has 
said, probably doesn^t have the data, doesn't oven know of the data — 
howi^Whe serve that student? 

"^""mr/VopQnow:, If you will pardon me for saying so, Senator, I think 
-thtijp^^e duty of Congress not to make these rules and reflations 
that entail these financial aid officers in doing something — a job they 
cannot do. I would say that the way you could get around that would 
be to have stiff rules aiut regulations out of the Department of Edu- 
cation as to the duties of a financial aid officer and hold colleges to 
that. Just like I said in my little talk, you have to have "policing on 
these folks. I think you have to have policing done in the colleges for 
finai^cial aid officers if they ai*e going to given the authority 'to 
ctetermine the amount of the loan. And incidentally, I must clear this 
point up, too, because I heard this in testimony this morning — as 
though the amount thalt was recommended by a financial aid officer 
was. It for a loan — and that isn't so any more. That has been changed 
since that amendment. Now they can recommend^ but if the bank 
wishes they can override a financial aid officer, provided they get in 
touch with the financial^ aid officer and discuss it with them. I^ut even 
if the financial aid officer says no, the bank can say yes and give ff. 
Because, whv not? The bank has no obligation at all to say no in 
regard to what they are going to get out of it, because they can't 
possibly lose a 5 cent piece if they give it. 

INCREASE OR DECREASE OF APPLIED -FOR FUNDS 

Senator Broqke. Can they decrease it and increase il? 

Mr. CosGRovK. Well, usually the applicant is satisfied with what he 
applies for, so they probably wouldn't im^m LSc it They might call a 
youngster in and say, look, you w^ant $2,5Q0.Xjan^*y<tn^«t^ong with 
$2,000? And the financial aid officer mightliave said they shijiuld have 
$1,200. They ^ret the youngster to take the $2,000. 

Senator Brooke. Mi*. Hoist, I believe you referred before to that 
Friedman case. 

Mr. HoLST. Yes. I do want to say that although we are here explain- 
ing a loan program, we have never advocated that students load them- 
selves up with the maximum in loans. We try to be counselor to the 
student, too, that he should work during the summer and possibly 
during the year, that he should get any scholarship assistance he can 
that is not repayable, and a loan is only part of a package. Not a 
.maximum amount, because we too have nightmares over a husband 
and wife each owing a very large, amount. But> that is not actually 
what has been happening. Th6 average loan is still just under $1,500 
and we have not had as vet any Of these dreadful cases wiiere each 
owes $7,500. 

roMMrxiCATiox A:vroNG lenders axd advisers 

SenatorJBRooKE. Before Mi;. Hoist answers tliat question, Mr. Cos- 
grove, I just don't want to see the financial aid bfficers over here, the 
lenders over there and HELP Over here; or evfen financial aid officers 
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over here and you and the lenders over here. I think y^d a™ gomg 
to have to have more communication and cooperation i^^that student 
is going to be best served. ■ / 

Mr. CosoROVE. If you Can get it, Senator. / 
SenatorBROOKE. Why can't you get It? / , •, i,„„„ u„ii! 

Mr CosGROvE. Well, when you went to college^J^ou would have halt 
a. dozen professors. You had one that was greaUr maybe two or three 
that were great, and somewhere down the lin6 you had one that was 
for the birds. Same thing in almost every Organization ormdust^. 
It's the same in Senators. Now, we think/ lot of you, and led Jien- 
nedy, too, but I think there are some Senators down there who are 

"°Senfto?BROOKE. I understand that fallibility argument, -but I am 
not talking about individual financ>dl aid officers who may not be do- 
ing their fobs very good, or even / lender or student, for example, or 
somebody in the HELP organiz/tion, heaven forbid, but stiU— I can 
understand that. But what I anVtrying to say is that these are the three 
we are concerned with— the lenders, your aid^prganization and cer- 
tainly financial aid officers ,/Working together to help the students. 
AndJL^want to be sure that that student knows what is available to^ 



Mr. CosGROvE. Maybe/ the financial aid officers ought to have a 
seminar someday and develop some courses that the whole crowd ot 
them could go to, to Mam to be reai-honest to goodness financial aid 

^^Senator Brooke. /You don't want us to regulate any more than we 
do- We are J^ng^ot to have too much bureaucracy, too much paper- 
^mvkrhut can't jime of this be done by tjje existing organization and , 

" under the existing legislation? 

Mr CosGRoyfe. Well, you say you would like to get lOO-percent 
efficient finan^al aid officers, and so woiild we. I don't think we ever 
will but I db know that there are enough of them that could teach 
the others ^Vhat they should do, if they would get together and reahze 
thatthey •i^eren't holier than God, that they had something to learn. 

/ * 

/ VAI^tJE OF STUDENT LOAN PROGRAM 

One iatement I would like to make, and I don't want to take up 
any nybre of your time. I think the student loan program is the big-, 
gest bpoii/to universities and colleges, let alone the students, that ever 
came along. Where would they be^without the income that they get 
from the student loan.s— $8 billion worth in the last several years, and 
' here they are at the table planning the program. „ j 

Senator Brooke. Yes, but at the .same time, I think, and all due 
respect to' Dr. Silber, he did say they would be in a bad position it 
they didn't have it. Mo question. He would just like to see it in another 
form. They want the money, but he just wants to see it in another 
form. I don't think he wants to turn back the money. He doesn t 
want to owe it out. He .says it ought to be a grant. u 

Mr. COSGROVE. One final statement, with regard to banks. We have 
no argument and no quarrel with the banks in Ma.ssachusetts at all. 
When they come up with $35 million to $40 million a year fpr student 
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loans on a program which— again I don't agree whether or not they 
profit or not — a statement ma^by a gentleman this morning— fehat' 
they lost money— if that is the case tliere are a lot of damn fools as 
bankers in the State of Massacliuse^ts because they give us $40 million 
a year and tliey Iiave given us $225 million over the last 9 years.. 

Senator Bkooke. Do you think it Ls profitable, or what ? 

Mr. CosoaovE. I tliink it is profitable, yes. Not really profitable, you 
Imow, like they get at interest of 18 percent, but this loan program was 
never intended to be a profitable one. It was an even bi'eak proposi- 
tion. The originirheoncept was to help your fellow man, to get these 
kids into college, and now all of a sudden the whole darn thing has 
developed into "We don't make any profit on these loans"— well, if 
they get an even break I think they should be satisfied. If they get a 
profit, more power- to them. 

. Mr. HoLST. Senator, on''Friedman, you asked me to say something 
about that. But before I do, I thinbyou may be quoting Mr. Spiller as 
having said that one in four student loans goes into default. I don't 
thnik that is what he said. He said tho. default rate on student loans was 
about 8 percent, which was four times worse than t^he default on prior 
loans. 

Senator Brooke. That is natiohally yo.u are talking about? 
Mr. HoLST. Well, at any rate I don^t think you are quoting Mr. 
SpiIIer if you ari> saying that he said that one in four goes into default. 
Senator- Brooke. I don't know that I gave him credit for that state- 
. ment. That is the figure that we have. 

COMMENTS ON' FlUEDMAN SITUATION 

Mr. HoL.ST. All right. On Friedman— I said there was mote to itthan 
appears. I'ii-st of all, as you yourself got out of him, his real residence 
IS in New York. He is only here because he is a student and each of the/ 
States has taken the position,that thev are best able to administer loan/ 
when they are made to their own residents. Defining i-esidents in var/^ 
ous ways, but essentially ti-ying to serve their own citizens whet her thjy 
go out of State or not. We, too, in Massachusetts fed that it is bestAe 
feel that it is a key point, that the loan should be made by the boptow- 
er's own normal credit .source ; the source that knows his family, jm0ws 
him, -can really judge what the need of the family is, can keep lip ^rth 
changing address, which is possible; and if he goes out of Sjr^te later 
on, again keep up with that. If the loan is made in that wa^, thet:e is 
much less likelihood of< default because, first of all, the student or tke 
family knows the bank and sees the bank frequently in the coui*se of^ 
their regular dealings. So we think that this is a card'ihal feature. That 
is not nC(-omplished if you nuike loans to people fronix^ut'of State^ — if 
Massachu-setts banks make loans to people from out State, and then 
those stiideats leave the school here and go out of State. So Friedman 
properly, I think, is a New York i-esident. In addition to that, Fried- 
man has previously dropped out of school and I do' not wish to be the 
authority on this, but I have been told that he has defaulted on some* 
various othej- loans, and all of those things make it difficult getting 
tjie loan. 

Senator Brooke. Were these other loans educational loans? 
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Mr. Howr, I think -it may not be educational 1 do not Icnow. But 
the banks have looked him up and do not find him a Satisfactory credit 
risk, as well ^as his b^ing a doubtful academic risk, and' m ^ddition 
to that, very possibly not properly a Massachusetts resi^nt ^fot that 
there is anything improper, but it is otily a school residence, not a • 
permanent residence^ So his is not a straightforward case where a loan 
would have been made ajatomatically as a student walks m, as niost' 
of the 26,000 loans are done. We hearof only a few loans, but the'great 
90-or-more percent get thfe loans ri^ht off the tat with no problems. 

ALLEGATIONS OF RACIAL AND BBXTTA^ piSCRilVflNATION 

. Senator Brooke. Have yowhad any problems with allegations of/ 
racial or sexual discrimination in the granting of these loans? / 
Mr/HoLST. No; notatall. " /' ^ it 4.1 

Mr. CosoROVE. Down in Louisiana, I think 75 or 80 percent ot t^e 
loans are given to minorities. 1 

Senator Brooke. Do you have any percentage of the loans given to 
minority students in Massachusetts? , 
Mr. OosoRovE. We have it but Phav^'t got it here. / . ' . ^ 

Senator Brooke. Would you supply that for the retord ? ^ 
Mr. CosoRovE. Yes ; I would be glad to. . - 

Senator Brooke. And would you also break it down into loans giv^n , 

to females? • ^ ^ . / 

Mr. HoLST/I ftan give you the female figure. It ;s about 45 percent. 
Mr. CosGRovE. We can also give you, Senator, the information aS 
to— I heard testimony this morning; about the middle-income person 
not getting loans. That definitelj; i^^ot so. . . 

Senator Brooke. Do you have it broken (Jown by e<^onomic--— 
Mr. Hoi^T..By income, and that will belte-the business that tte per- 
son with low income cannot get a loari. They positively dd get loans. 
^ Senator Brooke. Thank you. • ^ , • 

Next we will hear from the Board of Higher Education m Massa- 
chuSetts. Our. witness is Mr. Grant Taylor, vioe chancellor for student^ 
atfailfe. Mr. Tayl6r, you are most welcome. You may proceed. , ^ 

Massachusetts Board OF Higher Education .% 

STATEMENT OF GRAHAM E. TAYLOR, VICE GBCANCELLOR FOp 
STUDENT AFFAI^e, MASSACHUSETTS B0|L»D OF HIGHER, 
EDtrCATION ' 

ACTIVITIES OF BOARD 

.Mr Taylok. Thank you^ Mr. Chiiifean. I will try to be brief. I uth ^ 
here today at the request ofU:hc regional staff of the Federal guarau- 
^ teed insured student loaa program to t-ppresent the board ot higher 
edu6ation at your hearing. We appreciate' the opportunity to be ot 
whatever help we (ikn in your deliberations. , ^ w, . 

My comments will be brief, both because you have requested that 
tlKfy be so, and more importantly^ beodnse our relationship to the l^ed- 
erai student loan programs is iinlifect. The Massachusetts Board ot 
Hiffhcr Education is the planniii^ and coordinate agency for public 
higher education ' in /Massachi^etts and, in addition, the bodvd ap- ^ 
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proves all degree progriims in the public sector^ approves new 
degree authority^ in private" "institutions where degree powers now 
desired did^not exist in charter authority prior to 1943, and is the State 
approviji^a^ejicy under contract with' the VA to approve proffraras 
for ehgibility^r the GI bill, i^i^. b 

. With^^espectJbo this. coramifetee and your hearings, aRc^ther opera- 
tional itepons^bilHv of the board is, 1 suspect, most germane. We 
administer the Stat>^^holarphip programs in Massachusetts, inckd- 
ing the snatching mohey available through thcwState student incentive 
grant pro^gram. The sctoe of this dperatron annually is now 50,000 ap-* 
plications, 20;000 awardk and $12 million^^We arc, therefore, directly 
in student financial aid, ili its availability to students, and in the in- 
dent access tp hi^rher educxNdon, Access "to ccedit is ne(5tesarily a part" 
imd an important'part of this^ictttre, , ' . . 

. . OBSEHVATIONS based ON" DHALINGS "^^H STUDENTS >> 

From^ that perspective then, we would make these observations on 
the basis of limited dealings djrectly with students because we^ are ' 
.not staffed to deal with students directly. We have^^a staff of*8 people to 
, deal \vith 50,000 applications," bijft we have extensive contact with stu- 
dent finftnciaj njd officers,^ . ' \ 

Onkcxbviously, substantial credit is available to Massachusetts stu- 
dents, $40 million ..throu/rh GILP sl^^, anoth<ii- $15 million through 
NDSL, and that^doesn't count the recycled money coming back to be 
reioaned. . , . ' / 

Twoy access to the guaranteed program — from our experience, and 
this reflect^^hat stud(fnts brin)nr to us who afeliaving problemsr— it 
does vary geographically ; it yaries in freshman versus upper classman ; 
it varies iiv'tcVms of accoyttit holders and non-aecount holders, for ex- 
• ample. I am sure you-^iave heard all this before this morning* 

Three,.commercinl lending institutions are not always as flexible as 
-.the colleges are regarding Iqan amounts. There is a. tendencv to grant 
loans perhaps t6o large or too smidl. Our hunch here is that' the banks 
probably don^'t.like to process all the paper for loans of $300, $400, 
$500 or $600, which 5s very common under ND^L, 

The lack of a„pnnted, widely di?tribiited list of participating.lend- 
ing institut4ons in GILP makes student access more difficuR ^than 
ideally could be the case. You haye heard on that from the students, 
and We would concur. I know the financial aid officers concur on that,, 
that such^a list would be helpful. Tl?*^von't solve all-'the problems of" 
access, but it would bo helpful. ^ ^ 
' Stifdonts often do need assistaiid^^ as t|ie lady fviom Eegis indicated, 
in locating a lencQng instituti<^ willing to consider'them. It is our ^ 
exporience that when such cases^are brought to the*attention of the 
TTi^her Educatiori 'Assistance Corporation, that an avj\ilable-]ending 
iilstitirtion can usually be located. In this lady's case, that was true. 
vShe inav jiave called us. Had she called us, we would bjive referred her 
to Mr. Hoist and Hv. Cosgrove. *It usually works tjvat the aid officers, I 
am sure, have refef!!rea far more individuals than weliaveand can give- 
ydli a better idea of the percent{\ge of success on such referrals. 



. ' '-^ SALtSai; MAE OPERATION / ^ 

We wonder about the apparent delay in Massachusetts in participa- 
fidu in the Sallie Maroperation.?FaiIure to participate in Siallie Mae 
must , necessarily Jhiurt both lending institutions, and students, 

Thfo aBilitj^ of institutions to grant loans tlferofigh NDSL and/or 
FISL is desirable and should be continued. Institutions can be flexi- 
ble regarding such m^ttters as loan amounts, timetable,, student status 
and bank affiliations', ,et cetera. / 

But the fact still remains that the gross contribution of HEAC 
and its lenders should be recognized. It is in. the $40 million bracket 
now and this money, regardless of the various probletns associated 
with it, and we all-J-and I am sure Mr. Hoist and Mr. CosgroVe ag^ee 
that there are some problems here and there — indirectly that assists 
all other student assistance efforts because it absorbs that degree of 
the gross demand. > , ' 

VISTBttiTTT ISSUE ' - ; " . - 

' ,, ■ ^ ; ■ . . . , 

I woul4.1ike to talk now on ^wo other issues^ follow them up, if 
I may, because they are germane. On tl^i^ visibility isssue, feel — 
and we have discussed this with HELP-^and I think they have^tea- 
sons why they feel a list of Khding institutions ma;^ not be either effejJ- 
tive or desirable, but they will have to answer to that. We all feel a 
list would be helpful. Individual aid officers in isolated cases have 
gotten a list of lending institutions in certain geographical parts of 
this State, but that -^doesri^t 'address this whole problem. 

■f ,^ 

TRAINING UNIT 

The financial aid officers hg,ve ,a training. The Association here m 
Massachusetts has a; training unit. They do make real effoi^s .to con- 
duct training. So does the re^onal office of the college board run 
training workshops for financial aid officers. The dilemma in any such 

^ training eff?)rt -is the silme dilemma you face with guidance counsel- ,^ 
Jors. You can run workshops as we have on BEOG ii\ the St^te, ' 
through three of €he eight offices under contract " with OE, and . you 
get certain guidanqe counselors who comc^ and others Who donx 
come ttnd no matter how many workshojjg you run they won't cootie; 
Youirun a workshop. on BEOG for example, and these other student 
aid programs are covered in some degree, and maybe one person from 
a lai^e city school system will show up from" the central office. You 
UBTv^r know whether that information filters down to the« operating 
guidance counsellors. 

Those %who run those Workshops — Sue Horowitz, whq was here this 
morning, has bfeen involved in those. She could tell you all the details. 
But have been concerned about the distribution of invitations for » 

' those workshops, which is now on three cycles. We have had the com- 
missioner of education notify all the superintendents and point out*he 
'i]|,rgency of those worlcshops and the importance of thfm, but still i»? 
percent of secondary schools show up, and it ju^t is inevitable in anjr 
kind of mass operation. ^ * , 



120 



BKROLL^nSNT PlGtJRES | 

The enrollment figure question came up. Joe Cosgrove got those 
figures f rorn us yesterday. The' figures I was trying to give him were 
full-time, undergraduate and graduate enrollment of Massachusetts 
residents m higher edu<»ation. I suspect the figures yoi^have represent 
enrollment in Massachusetts institutions and we ai-e an in-migi-ation 
State, so on that b'a&is you have to rexiuce some of those figures aiad I 
^ was excluding^ho paHr-time students. If you add the part-time students 
in, It would move fron;i 225,000 up toward 300,000, pa/'ticularly if you 
add the non-Massachusetts students here in the State. 
I would stop there because you may have some questions. " " * 

<4 ' " 

pVVOf^mOy TO. SALIJK MAE, OPKRATION ^ 

~* 

Senator Brooke. You are the second or third witness that has 
called our attention to the injui^ do^e by the failure to participate in 
Salhe Mae. Maybe I should have asked Mr. Cosgrdv§.this when he was 

J?'^^^^ opposition to participation in Sallie Mae. 

Mr. Taylor. This has pnlyj} come to my attention recently. I cannot 
d(itjwl the reasons. I- think we all assume the Sallie Mae (deration is 
certainly in the interest of the lenders, to recycle the money, but there 
may be a loss, a p^&t^ntial loss, qf difect contact with the borrowers— 
between the lenders and borrowers. I can't con^ment on that, but it does 
mean that the lenders' portfolios are not replenished and to have that 
money available for mor^loans. ' 

Senator Brooke. There would be, more money available/ it would 
seem to me. M^ir. Cosgrove, you are-still in the hearing room. Do you 
want to speak dh that? * 

Mr. QpsoROVE. Yes. I, think yoa Would like to have me say th^s be-> 
^jause our agency do& .definitely oppose certain concepts of Sallie Mae. 
We do not object to Sallie Mae as the original,, concept for forming 
Sallie Mae, Xn fact we talked that Sallie Mae ^oyer 3 years before they 
® formed it and I was all in favor of it. 

The reason Ve don't favor iKno\y, oi> certain cbncepts of it, i&--the 
driginal concept was that they h^d to put the money mick within two 
years fnto student loans. Now they ^ant to go out and buy these loans 
and there is no provision at all for putting any of that money back. 
When. they say to me, "They're^ going tp do it. They're going to do it." 
I am not that naiveKIf they are going to put it back in, what do they 
want to get rid of it for? See ? That i& why we are protecting the Mas- 
sacliusetts agency. We'don't have aJiy ake to grind with the Sallie Mae 
if they are going to injure ^ur particular program. Does that make 
'•sense? . ■ \^ ' M ■ ' ' ■ \ ■ ' - 

' Senator^ Brooke^ Yes, Bulfe^ have yoti made recommendations as to 
what provisions « ^ ' 

. Mrl CbscfRovE. They can get all the money they need by warehousing 
their loans, Vhich we lire in favor, of. They don't have ta self them. 

1 
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* ' USTTKO OP liBNOINO iNSTITCmONS 

Senator Brooke. Why don't we have lists of lending institutions ? 
Why is that not available? J think Mr. Taylor is the secoiiid witness, 
if not the thu*d witness, who has called to our attention the lack of a 
list of lending institutions that are available for student loans. It 
seems to me that .that would be a gi^eat service to the students. Why 
don't we have that? What is the oppositiTbn to that? What is the rea- 
soning behind it ? " 

Mr. CosoROVE. We have no opposition, as I said before — if banks 
.iire ijp to the hilt in loans, see, that would ""get them more money. 

Senator Bhookb. But I meant, if ^ou published a list of banks from 
which student loans could be obtained, banks that are in the business 
of milking student loans, so that students wbuld know tibere were (o 
number of banks, that they could go to and receive student loans, what 
. would'be wrong with that ? 

Mt. CosoRovE. EUborJite on that a little bit, will you. Senator? 

Senator Brooke. Well, it wa6 testified this morning, and Mr. Taylor > 
. has s'aid again here, that? lack of a printed widely distributed list of 

Sarricip&ting lending institutions in GILP makes student access more 
ifficult than ideally could be th^case. 

Mr. CosoROVE. Well, the main reason we don't distribute a list of 
banks who are making these loans up in Springfield to somebody down 
in Cape Cod is because we don't tnink they will be used. Now, any 
student is going to get all of the banks in his particular locality, and 
" this is one of the things that the student aid officers ought to tell them. 
We gladly furnish that. We had a list of all the lenders in tlie State 
hy geographical location. ^ ^ 

liOCAL BORROW^^O SEEN AS PREFERRED SYSTEM 

Senator Brooke. Why should it be restricted"? Suppose-I live in New 
Bedford and I wanted to get loan from a bank in Worcester, Mass. 
What is wrong with that? 

Mr. HoLfiiir. I ivill try to handle that one, Senator. We believe that 
you will get most knowledgable lending and best repayment and there- 
lore least default by students biSrrowing from their own regular fam- 
ily sources of credit, and the opposite is true if 

Senator Brooke. Yes, but a student may not have a family that has 
any banking credit > . 

Mf. HoLST. No; and we will jofive the statistics showirig that it still 
works. But if he doesn't — and* that 'little bfochure says, "then go to. 
another , source irt' your own neignborhcqd," not way out of the 
neighborhood. " 

Senator Brooi^e. Thetfe is no prohibition in the law, and I can't see 
why or),e is .cropping up, that would! prohibit tK6 studen^ — and! can 
understand TOUr resMency requiijem|nts in trying to take care of that 
where Massachusetts has a resi|ency law — that you well explained. 
But I cannot understand a Pittsfield student not being able to get a 
Boston loan if that Boston bank is willing to make that loan, and' I 
can't see the darker of listing, say, the jiames of banks that are in the 
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business of making student bans within the Commonwealth of Massa- 
chusetts, and a student can look at it. I think it is much more reasonable 
to expect that the Student would seek a loan first from the bank within 
his own neighborhood, for example. But if he can't get it, he might 
tind tliat there is mon^y available at another bank in another com- 
"^^iT^^^TT example, and go to that community to get that loan, 

Mr. HoLST. As you were told, there are 400 or so lending organiza- 
tions in the program. There are 870 some odd branches. We have tried, 
and we think we have very nearly succeeded in making it possible for a 
Mender to be able to walk to a place where he can get a loan, and if the 
hrst place that he walks to doesn't produce, theft he can still, on his 
feet, get to the next place, and Ve like to distribute the \o^A in that way 
because w6 think it isoi more knowledgeable loan. We particularly 
think that repayment is much mOre likely and the difficulty in finding, 
the student, if the student does not in fact keep the lender informed 
oiiiis whereabouts during schpol o^ especially after graduation,. that 
that will be Very much reduced if it is the usual bank- 

RE8TBICTION8 ON 6UT-0F-AREA BORROWING 

Senator Brooke. Don't you see, you are further combining— you 
don t want him to go outside the State and now yoii don't want him to 
go within the State beyond the geographical area. You seem to me to 
be restricting the law which was never intended by <]!ongre§s to be 
restricted. W^ want it repaid as well, and maybe you are right. Maybe 
they^/can better service that loan in a certain geographical area, but if 
you do it Within the Stq^te itself— what would you do in a small State 
like Vermont, for exatnple. , ^ 

Mr, CosoBpVE. Senator, if this, is a major issue, with whoever are 
advocating it, and so forth,*we will furnish a list. ' ^> 

Senator Brooke. I am advocajSng it right now, not just Mr. Taylor. 
I am advocating it because I haven't h^ard any persuasive' evidence 
thatitis wrong. I have a lot of evidence that it isgood. \ 

Mr. CosGRovE. All right. Supposin^nve dp^fTl say rigllt here now, 
that there will be no interest at allgiy^nTm Cape Cfod tofa kid up in 
Springfield or IIolyokegetting-arlrn&T .J 

Senator Srooke. I am nofgoing to argue that point with you. That 
mjght be true, but no banker so far has testified that they don't want — 
it is kho\yn that they are in the business— I mean, they are not ashamed 
' of being in the student loan business by any means. 
, Mr. Cosorove. No, Many^of th^m Ate proud of \t. 

Senator Brooke. Certainly. I should l^fnk so. "It is a civic responsi- 
bility and we do it as a civic resijonsibiMy," was said by one banfer. 

Mr. IToLST, But they do prefer to serve thfeir owji area. v 

Senator Brooke. They also'pre^ei,' t?D geai^v'e tl^eir own custoniers, Mr. 
ITolst, and I don't wai)t to' see them'limited to that. I don't think you do' 
either, want to see them limited to thatl ^ 

^Ir. Holst.aXo. We will give you the data that that is not so. 

Senator Brooke, Well, could \ve have the list? Is thete any objec- 
tion to the compilation . of a list? H not, I would like t^ ask yoU to 
submit it,^6r the record.* . ^ \^ 

Mr.^Coi^OROVE. Mav we appencl to that list a list of the reasons why 
we don't think it will work? . , 
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Senator Brooke. Fine. 

Mr. CosoRovE. You never will get these banks in Cape Cod to corre- 
spond or see or anything else with a student from another ariea of the 
State, say lyi m liolyoke. 

Senator Brooke. All right. Let the bank make the final decision 
as to how they will give the loan, but let us give the service to the 
people and say^ "Here are the hanks in this State that are available 
for student loans." 

Mr. Taylor. Senator, on this, it seems to me that such a list would 
help a student sort himself out in his own area. Ho can see how many 
banks are within a radius of 16 or 25 miles and go there first. That is 
the wa/the whole program works. That is what he is supposed to do 
first. 

Senator Brooke. If he is bright enough to getf a loan he ought to see 
that very quickly. . ' , i 

AID OFFICERS 

Mr. Taylor. Also, before I leave, about the aid officers. There were 
some pretty harah statements a few minute^ ago, and it just isn't fair. 
WeVe got a good group of aid officei^s in this State and a good 
association. Thei'e are always some new ones. There is some turnover 
there. The aid officers hope to move up in the institutions and one of 
' their frustrations is that they think they are'not sufficiently appre- 
ciated and some of them have been in the business long time. 

Senator Brooke. Well^ it is an important job. 

Mr. Taylor. It i^ a darji important job, and they are good and,they 
are not unlmowledgeable about the way this program works. ^ 

TRfVINING PROGRAMS FOR AID OFFICERS 

Senator BR00KE.3Vhat sort of training jdo they get? Mr. Cosgrove 
has given testimony, but l am trying to find out— I haven't heard of 
any seminars for them, any workshops for them, really, any training 
program for thejn? I think Mr, Cosgrove is right. I don't know of 
any, no text book, no courses, or anything like that. 

Mt\ Taylor. Well, the^re have been experiments. The Regional Office , 
of the College Board has offered a couple of seminars fdt* whieh they 
have tried to get credit at Northeastern, but regardless of the credit 
aspect of it, every year the regional office of the college board nms 
at least 2-weok intensive workshop— has directed it to the financial 
aid officers. It is run in July or August when new people tend to be on 
board, lliere is a fee for it, and some colleges may not want to pay 
the fee. It is modest. But that sort of a seminar is pai-ticularly1i%eful. 

' We had a gal on our staff who was trained on the CF program, J^he is 
now a financial aid officer. She went to that workshop in August and 
she runs a one-man shop. In a place like B,U. or B.C., the training is 
going to be intemcil. You bring a n^ew person in and there is staff there 
to train them. So the institutions we are concerned about are the one- 
man shops where the new person comes in and nobody else knows any- 
thing about it. Tlie College Board |;nd the Aid Officers Association 
^have run at least one seminar for ilcw^aid officers each year in the 
commonwealth. There is more data ort this that perhaps people in this 
room have, or maybe we can get it from Bob Katz' office in Waltham. I 
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know there has been at least one. There have been encouraged recently 
these joint meetings with HEAC a^s far as the loan program is con- 
cerned. We probably have depended primarily on in-service training 
for aid officers. There is no question about it. And most people Bave 
learned most of what they have learned on-the-job, but they have axjcess 
at least once a year to a 2- week seminar. In 2 weeks you can cover a lot, 
so that they then could proceed — and they are (Encouraged to call mem- 
bers of the State organization. Aid officers go out, angl not only in this 
State but in other States, and they will work with new aid omcers on 
the site, following up these seminars. Now, that isn't as formal as a 
prdgram in education administration, but not all aid officers come 
through educational administration programs. They come from liberal 
arts programs and they can be just as good financial aid officers, re- 

fardless of their undergraduate major or formal training, I think, 
iust think that the criticism is not warranted. 
You have pockets of bad guidance in high school. You have pockets 
of less able financial aid officers, but the vel^cles are here. If new people 
will use it and^ine to these seminars and use the knowledge of people 
like the aid ofmjers here have, they can learn. If the incentive isn't 
there, they are not going to learn. So that, I guess, has something to do 
with the kinds of people the colleges appoint to these jobs. - 

One other thing on distribution. We do two things in- our modest 
way, with a minimal budget. Wfc, for the second year this year, are 
printing a brochure which will be directly mailed to 40^1100 high school 
seniors, under contract with the college board. We did it last fall. We 
did it this fall. It covers all financial aid programs, including HELP. 
I^econd, on all the computer denial letters we send out and we would 
like to send out more letters as a cross reference to the Higher Educa- 
tion Assistance Corporation for all those whose needs are modest and 
higher, so that there is a cross-reference there. Obviosuly there are 
other things that can be done. 

Senator Brooke. Next' we will hear from Ms. Lana Brennen and 
Madelyn Miller. Lana Brennen is the financial aid officer at the Uni- 
versity of Massachusetts in Boston. Madelyn Miller is the financial 
aid officer at Boston College. They are here particularly to talk about 
the problems Qf minorities in regard to the Federal student loan 
progi-am. We appreciate your taking yQur vq^luable time to be with us. 

If this is vour text, why don't we put this in the record— the text 
itself — and let me ask you some questions. Do both of you have a 
prepared text? 

Ms. Miller. No. You had asked me to come on this morning, but I 
do have an information sheet that BC submitted to all banks and 
students concerning the availability to 'banks and the kinds of things 
about which the students should be inquiring, and I would be mord 
than happy to submit this to you. : , 

Senator Brooke. All -right. Now, Ms. Brennen, you have been 
scheduled as a witness. Why don't you pro<;eed first? Could you 
capsulize your statement and the whole will be put in the record, or 
doe? that put you at a disadvantage ? 

Ms. Brennen. It does put me at a disadvantage. 

Senator Brooke. Well, can you give it in 5 minutes? 

Ms. Brennen. I will try. 

Senator Brooke. Thank you. That will be appreciated. 
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LANA W. BBENNEN, DIBECTOB OF FINANCIAL AID, TJNTVT^R- 

SITY'^OF MASSACHUSETTS AT BOSTON 
ItfADELYN MIIiLEB, FINANCIAL AID OFFICEB, BOSTON COLLEGE, 

BOSTON,, MASS. 

■•(■ 

BANK LOAN POLICltJS : EFFECTS OF LOAN PKOGRAM ON DISADVANTAGED 

Ms. Bkenxen, I was requested to speak to you today regarding the 
eff exits of the guaranteed student loan program and the national direct 
student loan progi-am on disadvantaged students-. Included in my 
remarks will be a discussion of, 1, the effects pf the three campus- 
based programs on the disadvanta^d, 2, professionalism of the finan- 
cial aid officer in the administration of these programs and, 3, the 
implications of future legislation. 

First, I would like to say that at the University of Massachusetts 
at Boston we have numerous students, many of whom are disad- 
vantaged, who rely heavily on the guaranteed student loan to help 
defray the cost of their living expenses. Accessibility to these loans 
has become increasingly difficult for our students. No doubt the de- 
fault rate has made the banks in Massachusetts very wary of new 
applicants and almost totally\ unreceptive to freshmen applicants. 
Their policy of a 1- to 3-year established account has deterred many, 
many disadvantaged students from applying. It appears that banks 
in the Commonwealth of Massachusetts forget .that the guaranteed 
student loan program was not , established as a profitmaking venture, 
and until they can reconcile the original intent of the program with 
the actual ^ministration,* not onlj^ disadvantaged,. but all students' 
access to higher education will be iXmited and in/i?iost cages totally 
eliminated, \ 

Inasmuch as a fruitful evaluation omhe effects of the national direct 
student Ickri program or disadvantage^ students cannot be adequately 
discussed without a comparable discussion of the other two campus- 
ba^ed programs, college work-study and the supplementary educa- 
tional opportunity grant, I believe that rajs incumbent upon me at this 
point in the proceedings to emphasize tl\at althoug.^ appropriations 
liave already been approved by the Congress for student aid programs 
for fiscal 1977, congressional legislation for the continuation of these 
programs has yet to be devisted, \ 

Ironically, Congress has magnanimously Appropriated moneys for 
fiscal 1977 for student aid programs — programs which -are scheduled 
to end June M), 1976. We are at present operating on a continuing reso- 
lution until June 1976 and have as yet to receYve all of our operating 
manuals. The Higher Education Amendments\of 1972 authorized the 
continuation of the three campus-based programs and the .establish- 
ment of the basic educational opportunity grant program. , 

, PROGRAM MANUALS \ ^' 

' Significant changes were made in the administration W the 'three 
campus-based programs requiring new operational manuals for each 
of the programs, bince 1972 we have been continually told that the 
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manuals Would be forthcoming; 'Aid officers hav6 bepn expected to 
operate these programs as outlined by Congress a^id detailed by the 
Office of Education. Congress is forever questioning the profession- 
alism of the financial aid officers. How can fiiiancial aid officers develop 
and maintain their professional standards in the administration of 
student aid programs without knowing the rulfes of the game? 

Nonetheless, we have been expected to interpret laws and make de- 
cisions on the basi^ of periodic announcements from the Federal R^g-" 
ister. We have jxxst receivefl offical regulations Jrom the Office of Edu^ 

' cation for administration of the supplementary educational oppor- 
tunity grant program with college wgrk-fetudy and the national direct * 
student loan regulations still pentaing. ' 

These programs end June 30, 1976. In this instance, whose profes- 
sionalism should be questioned? Under the circumstances, most aid 

o officers have done ah outfitanding job, even with the ever-present 
threat of incarceration for abuse of Federal funds. If this type of 
cart-before-the;;horse method of administration's allowed to continue, 
the responsibility for the effective administration md distribution of 
all Federal student assistance progi:ams cannot be the financial aid 
officers' alone. )Ve, the Congress, and the aid community , have two op- 
tions available to ug; 1, concentrate heavily on developing legislation 
and it subsequent regulations to reflect current and lutcire eiconomic 
trends, relevant to the disadvantaged student and the middlerincome * ^ 
student. Or, 2, call for another continuing resolution, thereby pro- ^ 
longing the already existing anxieties and vulnerability of the finan- 
cial aid community, not to mention the possible damaging effects oi^. 
the student aid population. - , j ^ . 

MINORITY ACCESS TO HIGHER EDUCATION n . 

j '^he three campus-based programs have hem of major importance in 
minority access to highe,r education. They have been significant pri- 
marily because of the need-based criteria presenU^f^inJi^^ each 
program. There have been strong rumblings in J'^^shingfonTT^t^ticu- 
larly from Congressm^an O'Hara's House Subc0mmittee on EduCia,tion% \ 

\ that the need-based crite.ria of the three capf]pus-based programs have^^ 
been extremely prejudicious to the mi^idlfe-inc6me student. How&ver, 

. his solution to the problem, thataj^ be distributed on the basis of 
merit, would terribly endanger "tl^ already precarious ,positio}| of 
equal access to higher education within the disadvantaged community. > 

Moreover, Congressman O'part'a's ihvestigations into the f eas^ility 
of dist|;ibuting^t«tiei^ aid ^ji'the basis 61^ academic merit and his subi 
sequent ^ecotmnenda^ons ifi House Bill"3471, smack of a total disre- 
gard tod insensithmy to the needs a^pd aspirations of the disadvan- 
taged student. " ^ . 

Realizing, o^^oiirse, that the middle-income student is quickly join- 
ing the rjmks of the indigent as far as the acquisition of a postsec- 
ondary education is concerned, it seems that now more than ever, ^ 
strong and determined efforts snbuld be made to maintain some sem- 
blance bf equal access to higher education. ^ If 
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, spanishhsWakino FACuiyry 

Senator Brooke. Ms. Brennan, I aih going to ask yoxjL to stop there. 
Your entire statement wilUbe included in the record. I do want to ask 
you, last year, I believe there were same problems at the University of 
Massachusetts'' with respect to^not having any Spanish-speaking in- 
dividuals on the faculty. Do yoix recall that ? 

Ms. Brennen. On the Boston campus or the Amherst campus? 

Senator Brooke. Amherst campus. 

Ms. Brennen^ I am not familiar with the Amjierst campus; I am 
from the Boston ^ampus. 

Senjitor Brooke. 'You don't know Whether that has been refctified or 
not? <f . " 

Ms. Brennan. I do not. 

^ STUDENT -LOAN REQUESTS TTURNED DOWN 

Senator Brooke. Have you seen many young {)eople turned away 
from this progrji^m because of lack of money? Has that come to your 
attention frequently ? c 

Ms. Brennen. From the guaranteed student loan^program ? 

Senator Brookes, Yes. c 

Ms. Brennen. Yes. The Boston campus liiis-^rvery large indepen^ 
dent student population. Oujr average age is about 22 or 23. Being 
freshmen students, they have^;severe difficulty obtaining loans from 
the banks, because the banks look at them being a freshman and not an 
older student. ' ' 

^ Senatoi* Br^ke" You are in Boston. Do you have a list of the Boston 
banks or the ami banks that are giving student loans ? 
Ms. BrenneW. No, we do not. 

Senator BRoq/KE. Have you tried to obtain such a list? 
Ms. Brennen. On occasion, we havfe tried. 
Senator Brooke. Where have you tried to get it ? 
M&. BRENNENr From the Massachusetts .Higher Education Loan 
Corporation. ; - 
Senator Brooke. Yow have requested it officially of them? 
Ms. Brennen. Yes. 

Senator Brooke. And you have not received it? 
Ms. Brennen. No. / 
Senator Brooke. So how do you know what banks are actually 
making these loans in the Boston area ? 

Ms. Brenxen. From the students who have already re(jeived loans. 
Senator Brooke. That is the only way yotr-know ? 
Ms. Brexnen. Yes. ^ 

Senator J^rooke. AVhat ?5ort igf training did you have for this job? 

Ms. Brennen. I participated in the Institute of Fina\|cial Aid Ad- 
ministration sponsored by the Colle^c^ Entranca«Exargination Board 
in 1972 and I had a lot of on -the- fob training at Emmons College. 

Senator JBuooki^* What in yogj' background? Wliat is your educa- 
tional background? 

Ms. Brennen. B.A. from University of Massachusetts, Boston, and 
a masters in education from Harvard. 
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MINORITY 8TUDKNTS SEEKING LOANS 

Senator Brooke. Do you have any statistical data as to minorities . 
receiving guaranteed loans at the Boston campus of the University of 
Massachusetts? 

Ms. Brenntsn. No, none written down. I am not* gomg to s ay \ye 
have a ]arge number; I am not going to say we havtrn[*sma^nfltnlTwf^ 
Wo do have minority students receiving higher education loans. 
. Senator Brooke, Do you know that thej^ have run into any difficulty 
in obtaining student loans, different from 'those of other students? 

Ms. Brennen. Well, traditionally at the Boston campus, we have 
had a small number of students participating in the higher education 
loan program. Just this past year, w^e have had a tremendous increase. 

Senator Brooke. Prior to this year, yow had a small number. Why? 

Ms. Brennen. Because of registration at the catnpus and the lack 
of knowledge of the availability of this type hi mone;y^to students. 
They didn't realize that these types of funds were available to them 
through the banks. ^ • 

Senator Brooke. Do you know about the BEOG program yourself?, 

Ms,. Brennen. Yes, I do. ' ^ 

Senator Brooke. What .^^rt of information is disseminated to stu- 
dents relative to both the BEOG program and the guaranteed student 
loan? 

Ms, /Brennen. The Boston campus has a financial aid brochure 
which they include with^ach application^ 

Senator Brookk. And it has all of the opportynities available to 
students j . ^ 

Ms.'Brennen. All opportunities, yes. ^ ' 

Senator Brooke. Are you the only financial aid office^ at the Boston 
campus ? , , 

Ms. Brennen. Xo, I \im not. There are two othev professionals. 

Senator Brookk, And you nil work full time on this? 

Mfj, Brennen. Yes. » ' 

Senator Rrooke. You don't process applications.^ Do you help with 
applications? 

Ms. Brennen. Yes, I process — I have. I am involved in every detail 
of it, and we have to be because we l:(ave around 4,000 applicants, and 
for this year to date, we have 1,760. \ . 

>- - 

LOAN REPAYMENTS 

Senator Brookk. What do you do so. far as the repayment of the 
loans ? Do you talk with them about repayment ? 

Ms. Brennen. No, we don't get involved in that kind of counseling 
because mainly I Uunk that is the function of the bank to talk about 
that, because that is between the banfc and student. We don't get 
involved in it. We tell the student that this option is' available to him. 

Senator Brooke. But they do understand it is a loan and that they 
would have a contract or obligation to repay that loan? 

Ms. Brennen. Yes,'they definitely understand that. Most of our 
students do understand that it is a loan, that interest is required, that 
they have to pay it back upon graduation. 
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Senator Brooke. Do you inake known to them the terms of the loan, 
the. interest that th^y have to pay, the repayment period, and the pay- 
ments that they wilThave^to make ? 

Ms. Brknnen. Yes. 

Senator Brooke. Do you gpt into their financial and their family's 
financial condition prior to making a recommendation to them? 

Ms. Br1':^n.kn. A lot of times wo do liave to get involved in that, be- 
rause we have to Vecommend^ whether or not — -particularly when stu- 
dents request ov«r $2,500 or tke family income is over $15,000. • 

Senator Brooke. How long have you been in tjtis j6b ? 

Ms. Brennen. I^ave been rn financial aid for 6 years. ♦ 

Senator Brooke. Do you counsel students not to take out a;/loaiX — 
applicants? - " 

Ms. Brennen. Well, I hav6 encouraged students to take out loans 
because of the cost of the institution. ^ ^ 

Senator Brooke. Yes, but depending upon their condition, their 
financial conditic^n, their ability to gay, their ability to assume such a 
burden — do you get into it that deeply ? * 

^ Ms. Buennen. On occasion I have, Senator, and Phaviftold students^ 
that if this is what the^ really want to do, and the onlv option to them 
is to take this loan, it is repayable after graduation. A lot of ^students 
are concerned that if they take the loan they have to pay it back 
immediatelv, Or while they are in school. I emphasize the fact that 
tjiey don't have to worry about this debt until after they graduate. 

^EOG PROGRAM ^ 

Senator Brooke. AVhat' about the BEOG program? Have you done 
much counseling as far as that is concerned ? 

Ms. Brennen. We harf'e ctone a tremendous business in BEOG. We 
insist that every studentSw4a(i' applies for financial aid also apply for 
a basic op})ortunity grant if they qualify, and if they don't to send in 
the application to make sure. ^ 

Senator Brooke. You have a combination of both for; some students? 

Ms. Brennen. Yes. ^ 

student loan status at boston college 

Senator Brooke. Xow, Ms. Miller, you are at Boston College. Did 
you know this young man that testified this Vnorning--Mr. Friedman? 

Ms. Miller. Yes ; I do, Pie is a student of mine. 

Senator Brooke,, A sturlent — do you teach as well ? 
. Ms, Miller. No, Whon I say "student of mine," he is a student in 
Boston Colloge and I am his financial aid adviser, 

^ .Senator Brooke. Are you the only financial aid officer there at' 
Boston College? 

• Ms. Miller. No; T am not, I am an assistant director in financial 
aid. There are five other financiaKaid officers aside from myself. There 
is a director and four other assistants. 

Senator Hrooke, How ninny ai)plications do^ou have a year? 

JIs. Miller. Well, in the freshnuui class alone we had for the HELP 
loah program this yeai-— we had 400, I am the coordinator for the bank 



loan prp^ram and it exceeded well over 400 studenk That was for 
both;tfndergTaduit£e-and ^aduatc. ' 

^^<^nator BueoKJs. Were you present here this morning >vhen Mr. 

Friedman testified? ' / ^ 

Ms. MtLLEK, Yes; I was. , 
Senator Brooke, You heard his testirhony relative to residency? • 
Ms;Mii.LER, Yes; Idid, • 

Senator Brooke. Did you give him any counseling on this particular 
matter? 

Ms. Miller. Yes; I did. Mr, Friedman came to my office and he tojd 
me his situation. I had had some history on his past applicaitions a6 far 
as applying to the. New Yoi^k high^neducation loan program and their 
reasons for turning him down^ I l>ad to investigate and go further. I 
had even spoken to one of the'offit6i*s in that program lOng distance, 
but this year he came to me and I told him he would haH to take out 
a savmgs accolmt,. because I coivldn't help him last year at all. This 
year he had his s^i^vings account, he lived in Massachusetts and he tip- 
plied, and I was very surprised,'. whed the banks turned him down. 

DISORIMIiNATION TOtV^ARD M^INORlTTT STUDENTS 

One of the (Questions you may have wanted to have asked me was, 
is there any discrimination tp minority students? There need not be 
any discrimination. The l;>ank has enough pplky to turn the student 
away. They don't need to discriminate. The Federal Government 
sends out regulations for us to go by. The bank makes up' their own 
internal policy as to the eligibility, as to whether or not g< student 
can apply, for. h bank loan. T)heref ore the student has the policy of the 
bank-— not only does he have' to be' familiar with that— but lie also has 
to have a needs test, which kill determine his eligibility for the loan, 
if in fact he is asking for m^re thait $2,000 and his income is less than 

|ir>,ooo. / : 

Thank God for the list. 1 ^m so glad that we have a list coming to 
us. We have for years and lyijars bfeen asking for the list. BC was able 
through research to get their own list, and we were only able to get 
this list by the students applying 4ov the bank loans. We got a list of 
banks and we have been distrfbuting this liSt to the various students 
as they come into pur office and apply for bank loans. A§^fa^ as cooper- 
ation and sort of worldfig together between tfte financial aid officer at 
the educational institution and^the lending institution, we nave tried 
that mtihy times. The banks have an attitude, as you already knoMj.^ you 
have heard some of them, and it i^n't that we haveh't tried. We have 
tried. And also, my i-easons for tiying ia tjiat.we submitted an in- 
formation sheet to all Students that were applying for bank loans and 
we sent them to every bank that:'we ha^, and the main ^purpose for a 
list is^ap that the school^, can have .some Icind of cross comumnicatton 
as to the status of the studeht and as to what is going on in the educa-^' 
tional institution for students applying for a bank loan. We n^ed this 
list. I have sent this to every bank that I was knowledgeable of and 
I only heard from one bank.* * 

:BANK RtlQUIREMENTS FOR STUDENT LOANS 

Senator Brooke. The banks are, of course, concerned about the 
academic standing of% student. "The banks are also concerned about 
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previous repaymcint pjiietices or repayment record, for example. Did 
*you look in tojilt. Friedman's record * • ' 

Ms. MiLE]^. Yes, I did, and I counseled him concerning his past 
record, arid of course when a student is in need, and you are talking . 
about an educational loan, and he told me that he haa> a. family, that 
lie had to have a HELP loan. I told him the avenues which h^ could 
apply for to see if he could be helped. When he was turned down, like 
I said before, I was very surprised. But t^hen after ray investigating 
it further — yes; I have spoken with Mr. Hoist afid he has been a very 
good friend of mine as far as helping me witl/students, and somehow 
since the contact of Massachusetts higher ecblcation, the student i6 now / 
being granted the loan. I don't know wh^er the student is aware of 
this or not: but all of a sudden the picture has been tumeci over. 

Senator Brooke! Do you do a thor0tigh job, o^* are you p^ble to do a 
thorough job-- don't you pretty xmi^i-have to take tlhe student's word ' 
for it as to whether he has deftimted pn ot^her payments, say bapk in 
some other city or some other^lace*? . ' 

Ma MiLlkr. Right. I haVejto take the- word of the Student! , 

Senator Brooke. Aoademic records you can see. Often times I guess 
you could go to one of the credit organizations to check it out, but you 
don'tgo thatfar, doyou? 

Ms. Miller^ No. We don't go that far. 

Senator Brooke^ A bank would, of course. • 

Ms. Miller. A bank woul&. Tl^at is. the attitude of the bank, right. 
One of the things that we have tried ti6 do as far as correspondence 
with banks is to get a new loan form. There is a subcommittee, an ad 
hoc committee, that invesf!igatedn:he loan form because the State of 
Connecticut and New York has one sheet that they use in filling out, 
which wouUl make ►it much easier to th6 applicant to follow, aiid so 
far that is just in the process of being submitted and the whole bit. 

ELIMIX.VTI.H*G PROBLEMS .\MONG STUOKNTS IN ACQUIRING LOANS 

Senator Brooke. Cutting back on tlte red tape that Students have to^ 
go through? 

M». Miller. Right. And we just couldn't understand why — ^you 
:know — just like we couldn't understand why we couldn't get a list. 

Maybe next year / 

" Senator Brooke. Mr. Cosgrove, ia anything being done in this field, 
to cut back on flie red tape, I mean ? ^ . \ 

Mr. ITousT. We have a one-page draft. 

" enator Brooke. So there is a possibility that we might be moving 
iii/this direction, so it won't be insurmountable for a student maldng 
u( an application. ^ 

Thank you very much. Thanlc you, Ms. Miller and Ms. Brennen. 

GOXCLUmNG REMARKS OF SENATOR BROOKE 

I am not going to conclude the hearing. I am going to have the coun- 
sel for the 8ul)committoe conduct the hearing, with the assistance ofr the 
minority counsel and his assistant, Mr. Ruscio. 'We havi^two other 
panels and I want to pei^onally apologize for my inability stay for 
their testimony, but I want to assure them that together %vi|lT my col- 
leagues, certainly intend t6 read this testimony. We are very much in- 
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terested m it. We iust have to close up the loopholes and r&ake this- 
program' w(^k. We believ^ in the program.' With all due i-espect to Dr. 
Silber^ I just don't feel that Ut this time, with the limited resources 
we have in th^e Federal Government, that we are realistically going to 
move entirely to a grant program. So I think we are going to have to 
live with th^s loan program at IfeAst fqr'^the foreseeable iiiture, and 
since We are going to have to liv^^'^ith it, w^ are going to have to make 
it work as effectively as.W^ can. «With all due jespect to the studentSj 
and we are here to se;:ve them, i^e haVe to also recognize that the-banks 
do have a problem. It is a tight mopiifty market. They Jiave their other 
commitments. They are in the busini^s 'to make ^- profit. We under- 
stand thatt But J do hope — let memakfe just one plea for not only com- 
munioation;' but cooperation between these financij^l aid ofR<iers, cer- 
tainly with HELP, and State agencies with HEW^and cettainly with 
thft.lending institutions. This State could^ really be a model for the rest , 
of the country. 1 am not stTF© that it is^'t already, so far as some of the 
others are concerp'ed, with the low default that we can put into it. JBui 
-^his is what we 8(,re going to have to live with. 

I can ^i ye you the feel of the Confess, it's even worge in the House 
tt|tan it is in the Senate, as we fight for money to come into this pro,- 
gram ; and tjie President now is talking about a cutback of $28 billion. 
I am sure you are a\Vare' of the t4x cut the Pr^ident has recommended^' 
and a corresponding $28 billion cutbacbin Federal spending. It, i§ go- 
ing' to have to come from somewhere and I don't think education is 
going to be immune f rom 'Boml'>^ tjhese cuts/So we've got some very 




gomg to hav0 to stop at 4 :15. I have to g^t a plar 
beck.to Washington l^cause of ^Uiiher comniiti^e*consideration of the 
-NewTork bailott question. Yoii havebeeji very lielpful and I appreci- 
ate ^it. r .an\ going to submit* to you some questions "and ask you 
to aubmit the ♦ answei's ■ f or the Iword. I will also -do this, with 
^'othetis. We have had .sojnany excellent witnesses and we have gotten 
'into lenjrthjy^ discjiissions; I will, however, read all of the testimony. 
Thank you all for your cooperatiofl. 

y Financial* Aid • 
' <» * *■< 

STATE;fffENTS OF: , - t 

^ . ' JUDITH AIiIiEN, DIREC'fOR OP PINANCIAL AID, REGIS^JOI^LECFlE, 
'WESTON, MASS. ^ " * i " 

LYNN' E. SANTNER, FINANCIAL AID OPP^CER, tXNrVERSITY OP 
MASSACHUSETTS, AMHERST, MASS. ^ ' . * 

^ - STUDENT CASE^ISTORIES ' « 

Mr.'DiRKs [presiding]. The next panel is a financial aid officers 

panel. Judith Allen, Re^is College;^ Lynn Santner, University of 

- Massachusetts, Amherst— and that 'wili^be foljowed. by a bankers 
pan^Lv -- ■• ..j-^ ^ ^ ...... 

Judith, would you^ proceed, v * 

Ms: Allen. Thank you. I would like ta cite the cases of two* Massa- 
chusetts students in their pursuit of higher education guaranteed in- 
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sured loans to further their education. I believe that their experience 
willclearly identify several of the problems we are encountering with 
the student loan program in this State. ^Although neither of the stu- 
' dents is in attendance i^t my institution, thesfinancial aid directors in- 
volved have assured me that the information ' presented jjiere is' 
"accurate. ' 

In the til's t instance, the student, a high school senior in 1974-75,* 
' began liQoking for a $2,000 higher education loan plan in Aprij[ 
1975, imnifefUatc^ly after she received her acceptance to a 4-yeat private 
college in this State. The family's adjusted gross income was under 
$15,000, which meaftt that she was eligible for a subsi^iized'^loan. The 
fii'st banic the student visited was the one at whiclh her parent^ had 
an account: She was told that the bank did not lend to freshmen.,The 
second bank she visited was the one at which her parents held their 
home mdrtgago. Pespite the fact that it was only April, the student 
was told that the funds had aFready been committed for the follow- 
ing year. ^ " 

The third banlc^she visited "was the one where her parents had previ- 
ously haft their cai- loan. Because thqy did not have an account present- 
ly,.however, she was refused a loan.^ 
/rhe fourth bank was one where neither "the student nor her pajei\ts 
. had any present or previous business and, consequently, she was told 
stie was not eligible for a loan. 
. * At this point the student called the financial aid director at the 
institution that h^d accepted her. The director tojd^her to call the 
Higher Education Assistance Corporation i^ Boston. "The person, t^e 
student talk^ to said that the corporation could not dictate to the 
banks and suggested she keep trying. . * 

The student then called t^he financial^ aid directoi^ a second iime 
who, after making several calls to. banks himself, found one that 
would" lend her $1,500. §ihe visited thjs bank, her fift^, and did re- 
ceive the $1,500.; As ^he had a demonstrated financiail need and re- 
quired $2^000 in assistance, the cqllege lent h,er the additional $500 
from their national direct student loan funds. 

I would like to say here that in my-^wn institution when I have had 
occasion t^'call the Higher Education Assistance Corporation, I have 
^ /^rf always had complete cooperation and sjiccess^ from Hoist. 'T^e 
' problem is that not every student at everj^ institution^ particularly at 
a .large one, is capable of getting back to the financial aid officer, 
understanding the procedure that he or she must go directly to the 
^ Boston office and talk spiecifically to Mr. Hoist. But in my situation 
he has been cooperative and syccessful. 

In. the second instance, the student was seeking a $3,000 loan to 
f».nter a private graduate school. She visited the suburbain bank where 
she and her husband had their che9king account. Again, the. adjusted 
incom^ was under $15,000. The bank said they did not lend t6 grad- 
uate students! When the student asked who received preference in 
the program, she wad* told that undergraduates whose parents had 
personafor business accounts of $15,000 or mor€^ received preference. 

I believe that these two cases illustrate several of the problems stu-' 
dents are'-encounterirjg with this program. - 
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. BANK REQtrilUBMUNTS FOR U)AN APPlilCANTS 

^First, the student applicant cannot telephone the banks; she must 
visit each, one perspnally- Although we do not expect the bank to give 
a loan without talking with the applicant, we, do believe a student 
shoitld be able to mak^ an initial incjuiry by telephone. She should be 
able to call and find out, one, if a partic^ar bank particij^ates in the 
progr;im, two, if there are if urids stUi^vailable, three,, if there are 
any .restrictions on the borrower, and fbur, the best time to vigit the 
bank jto make application for a loan. " . « 

Second, many banks lend only to their own custorners, which often- 
times excludes the most needy student^. . ^ 

Third, some banks are excluding freshmen and graduate students 
f roni the program. ■ ^ ' 

iFourth, most banks in this Statb are restricting th^ir loai^s to"$l,50() 
which means that many students in the private sector are having to 
seek additional assistance to meet their college expenses,^ which aver- 
age a minimum of $4,000 a year. • ^ " * , 
♦Although, the Massachusetts higher education lomn program assists 
thousands of students' annually, for which we are most grateful, I_ 
hope that we can improve the program so that every deserving Student 
caii obtain a loap* ' 

Thank you, * « 

Mr. Dirks. Thank you,' Ms, Allen, Mr. Santner, would»yoxi like to,' 
present your statement now ,*ind then we will hq-vp some questions 
for both of you. * ,« ' , 

' ' i»ROBL^MS OF ^THAJ^SFER STUDENTS 

Mr/SAN^NEH. In the interest of tirrie'I will just get to a couple of 
jSroMem areitTsJhat I have cited in mv statement. 

As a-State university, we accept farge number^ of transfer students 
f rom oui,' cdmmunity colleges ^nd 6ther institutions each year. Many of 
these students come to us with prior NDSL and/or guarajiteed loan 
6bligation8. Marj^ of our graduate students liave borrowed from pi'e- 
vious institutions attended and> prior guaranteed loan > programs in 
thfeir original State of residence. 

Students are geographically mobile. Guaranteed bank loans tend to 
have geographic ylimits. We are therefore faced Avith the dilemma of 
having to becom^i the third lender to many needy students <df these 
students ate to be able to fiiTlBh their education. 

Although the national direct student loan program provides for 
some flexibility in arranging repayment, that flexibility coupled with 
the usually more personalized loan collection procedures of colleges 
assumes that if students can only make partial payments, it is usually 
the bank and not^^the ir^atitution that will be repaid. 

LOAN CONSOLIDATION PROGRAM ' 

We would recommend that Congress give some thought to establish- . 
ing a loan 'consolidation program within the Office of Education or 
^ome other appropriate agency, posf^ibly Sallie Mae. The consolidation 
agency, once it accepted a borrower's note, would have the ability to 
'defer payments withoift penalties, extend repayment periods, and make 
whatever arrangements are necessary to assure the maximum proba- 



135 ' 

/ bility of repayment and to avoid forcing a punitive and unnecessary 
default. '■■ ' ^ 

^Students could petition ahe agency to accept their loans for con- 
solida^tion if repayment exceeded a stated percentage of income or if 
gome other special circumstances make repayment impossible. Lenders 
who w;ere having problems with collectiojis from multiple borrowers 
\ " could likewise petition the agency to call Ifill notes for consolidation. 

lAcK op available LENOmO SOURCES 

Another problem of growing concern to us within the State is one. 
that we probably share with other large^ schools located in areas geo- 
' graphically removed from large urban areas, and tliey have touched on 
this, 1 think, in previous testimony* This is the lack.of available lend- 
ing sources for students who want or need to borrow through the fed- 
erally fijiibsidized loan program. Bona fide independent students and 
marrjed couples who, temporarily 'kt least, have not established a per- 
hianont home of record, frequently are caught in.this bind, lliisr^prob- 
lem is extended again by the lack 0^4 published list of participating 
lendilig institutions within the State, and the absence of geneVal policy 
regarding the bases for approving or denying loan appfications. 

I niiglit add, a:§ Judy did, thai wQTiaveliad nothing but good rela- 
tionships with Mr. Hoist and xfi making verbal reqlie^ts of him \yhen 
we have a problem with a student being able to obtain a loan. 

Possibly if Federal incentive money were made available to encour- 
age the development of regional or State lending instftutiohs, we would 
tHen be able to provide another reasonat)le alternative for this particu-"^ 
lar group of students. , 
: Such 4 procedure, particularly if accompanied, by an^exiemptioft of 
educational loans fi'om bankruptcy Tp'roi:;edureB 'for a reasonable period 
of tin(ie, would,' we believe, do much to alleviate the present loan (5ol- 
l^ction problems in. tMs country. ' ♦ o - 

' The bankruptcy proble/in at our university has not yet reached a 
critical pi'oportion, but we are b^inning to see a marked increase. 

FINANCIAL OBLIGATION OF STUDENTS * . 

Mr.,DrRK8. Thank you. Several times today it has come to the atten- 
tion of the committee that students getting loans are not fully aware 
of the financial obligation they are taking on. Do youy as fanancial 
aid officers, muke a special effoi^ to infonn the loan applicants— =-dd 
you contribute to their understanding of their obligation? What-would 
you say to %a student, f6r 'instance, about making Jiini aware of his 
obligation^ to repay the loan? 

Ms. Allion: At iny institution I give an information sheet and I 
have a brief .interview at some time in the application process, but I 
must say that I find the student inuch less informed regarding the 
whole procedure from the bank's point of view than from the iman- 
cial aid officers. I personally think the lack is very much with the 
bank and less with the financial aid officer. 

Mr. Dirks. Do you think the /in^inQia^l aidj)fficer lm&«any respOnSi-' 
^ .bilily.to.gui(ie'li-«t«:d:ettt awAy frbm 'a loan thil he might believe might 
'^^'^ptece a^urden qn either himself or his family ? 
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. Ms, Alubn. Yes, I personally do and I have had occasion to do 30, 
although I do not feel that a financial aid officer should do any more 
than advise. I think it is up to the individual studeht borrower to 
^ make tTie final decision^ because very often we do not know whfcther 
the student or the student's parents are going to be repaying. But I 
do think we have an obligation to di&iuss total indebtedness, the kind 
of repayment schedule, and -to make sure the student understands that 
obligation and what it does entail. 
Mr. D1RK8.' Bufe you also feel that the major responsibility lies with : 
*^ 'the lending institution ? , . " 

. Ms. Ahhm. Yes, Iv-do, in terms of explaijqiing the whole procedure. 
I have students sending in forms and they are not aware of when they 
will have to sul^mit a financial statement. They ate hot aware that 
the bank can overrule the financial aid officer. They don't know bow, 
long it is going to take. T^Jiey haven't hkd any kind of a lengthy inter- 
view with a'banker, and I feel that that is unfortunate. 

■ ^ ■ ■ ■ . ' ■ 

BXGESSnnQ RKDTAFB AND PABERWORK 

Mr. Dirks. We are in a period of time npw where we ;^re being asked 
tQ cut Federal support, the number of students, cutting back on per- 
sonnel and job opportunities. We talk from time to time about cutting 
back on paper\york also. Do you find yourselves bogged down with a 
lot of redtape, forms, excessive paperwork? Is there a point wjiere you 
cannot do your job properly or give each student the best possible 
aid package because of the voluminous amount of redtape and paper- 
work? 

^ Ms. AxLEN. No question about it. ' ^ 
Mr. D1RK8. Is most of that the result of Federal requirements? 
» Ms. Allen. To a large extent,- 1 ^^ould say s^vjDertainly in the bank 
loan program. I was very much encduraged to hear Mr. Hoist say 
that we are going to a one page application, which many of us have 
worked with from Connecticut, and firfd that much easier. Ii^variably, 
a student will pick up one or two f orjns^ or we havfe an education certi- 
ficate required in this State and^nrfost other States do not, and they 
won't even get this perhaps in the first processing and they will be 
delayed because the bank will have to send that later. I am not sure-^ 
T think there are a total of 8 or 12 forms ihchided in this program from 
start to finish, and I can^see where consolidation would be extremely 
helpful. ' # 

LOAN OOLLEOnON PROCEDTnRES 

Mr. DiBKS. Senator Brooke brought up the question of the collection 
of loans, and obviously for many students the financial aid officer is 
, the principal contact or the principal dhannel of communication they 
have with other school personnel. Do I your supisriors encourage fol- 
' lowup with students? Have you developed anyparticularly successful 
^approjighes to the students? 

Mr. SantnIcr. We follow up as best we can. We are working with a 
staff of actually six full-time^ financial aid counselors for a student 
body of about 25,000 students. So it does tend to get thin at times, but 
we try to follow. up as much as possible, pn all students who have loans 
and whatnot. 
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Like every other institution, I thii]ik, we do ask the Question on tjje 
application of other loan obligatiolis and we try to loUow this up, 
with a^ much personal contact as possible, to consolidate that and get 
the point across to the student;as to what kind of obligations they are 
talcing upon themselves. Beyond the] point of the initial contact, the 
foUowup, unfortunately — we just don't have the time for it in a lot 
of cases, which we should have. 

Mr. DniKS. It is prima^rily a matter of time and personnel, then— the 
number of slots you have and the time you have to devote to them? 

Mr. Santner. Right. . ^ 

- Mr. Dirks. You did indicate, I think, earlier, that you have a gopd 
working relationship witji the Higher 7~ " 
tion, HELP, and I think that came out 

I don't have any further questions 
any questions? ^ • 

ROLE OF FINANCIAL AID OFFICF^ 

Mr. Kaoanowich. I have just a couple of questions. I am not sure 
that your role as financial aid officer has been put in perspective. Am I 
not right that what you really are, in a sense, are facilitators, sources 
of informatioi), rather than people who connect up with loans or make 
loans or anything like that? 

Mr. Santner. I view a combination. I view my duties as the 
person to sit there and tify to piece together from what I have writteij 
on paper or having tallfed tvith the stiklent, what programs are best 
in terms of the family situation, in terms of the student's present situa- 
tion. Is this the type of student that should be eligible for the BEOG 
program ? Make, it known to him or her, if they haven't applied for it. 
Is it a supplemental grant case? Is it a person that we really shouldn't 
talk grant to, but, wo should really say maybe they should borrow 
money. I view my original duty as "how much can we help ?" — and if 
we can't help, if there is no possible source of Federal, State, or 
campus aid to be of help,, then I am a facilitator to muke sure that 
this person knows what other avenues that he or she can take. 

Ms. Allen. In terms of the Fedcjral programs, we actually are 
administrating those. However, it is our reftponsibility to give the aid 
to each individual student, to determine thfe very best package^ (xnd 
,1o make sure that we are following all the Federal rcpilations. 

Mr. KAG^^ijOAvicif. So in that sense you are directly mvolved in the 
lending of funds. 

Mr. Allen. Yes. . 



1 RArKGROrND RE QUIRE MF^ NTS FOR FTNvANCTAL AID OITICER 

Mr. Kaoaxowich. What special background do you bring to this . 
work ? 

Ms. Allen. I think a little bit of insanity, quite frankly. I think 
the backgrounds of financial aid officers vary tremendously "and one 
of the things invariably people are criticizing us — I think there are 
some unfair comments. I think for one thincf, perhaps you are aware 
that in the Chronicle of Tlijrher Education last year, we moved from 
being the lowest-paid administrators in the college campus to right 
up above- the book store managers. Now we are next to the bottom. 
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Tliat is certainly one consideration. It is a i^elativcly new field, as I am 
sure you Icnow, The National Defense in 1958 really brought the whole 
thing into effect and people are just now beginning to realiz^^ its 
potential and importance. But the backgroimds of financial-aid officers * 
vary tremendously. You have people who have been with counseling,/ 
I have worked with people who have been bankers and accountant, 
and I think that the background is less important than a peison's 
motivation, concern for the student, concern for the well being, the 
interest in higher education and a very strong concern in meeting the 
Federal regulations. 

Mr. Kaoanowich. You are in favor of getting an up-to-date list 
of banks that aire eligil;)le lenders under the Federal student loan 
program?, i ^ 

Ms. Allen. I was absolutely delighted to hear that that will be 
forthcoming. ^ - , ^ 

PROCEDURE SERVING VA SITJBENTS 
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Mr. Kaoanowich. The Y^^rai^s' Administration operates offices 
throughout the country. Dc^Tyoti direct students who also are veterans 
to them, or do you get)nvolved as you would with aiiy other 3tudent ? 

Ms. Allen. I am ynth all women, so I don't get i^o that. V 

Mr. Santner. ,We have a separajt^veterans offic^ which is a part 
of — at least on paper, it is notToJy^ically located with -us — but it is' a 
part of the financial aid f uncti^nT If we get an application on a student 
or know of a student that appears to be eligible for [veterans' benefitsf. < 
in any way; shape or form, we immediately make the referral td ottl* V J 
veterans' office. \ ' ' . 

Mr. Kaoanowich. Have you run into any special problems with the > f 
VA program ? 

Mr. Santner. think mechanical more than anything else. These 
are to be expected. j 
Mr. Kaoanowich, Those are the only questions I had. 

ACTIVITrES OF HIGH SCHOOL GUIDANCE COUNSELORS 

Mr. Dirks. Do you work just with students as they come from high 
school? ^ j\ 
Mr. Santner. Yes. ] 

Mr. JDmks. The giiidance counselors at the high school level also 
becqme involved with students just as they leave the high school pro- 
gram. Would you have-any advice* that you would give for^idance 
(Counselors or people who work with graduating^stadents fr6m high 
school ? . - 

Ms. Allen. I would urge them to attend as many of the workshops 
that are made available to them, either through our State association 
or through basic grant, and to read all the literature they possibly can, 
because v^e find — I think it is a combination of problems with guidance 
officers that oiu- incoming freshmen are less likely to have received 
basic grants than our upper-classmen, they are less likely to have re- 
ceived State scholarships than our^ Upper-classmen, and it is because 
they have not been fully informed^ and I can only conclude that that « 
is beci^use the guidance counselors themselves are not fully informed 
I know- their schedules are a real problem and there is*a proliferation 
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of literature, but I would hope they woulfl take advantage of seminars 
and workshops. They are being given. It is just a matter of their mak- 
ing the time and the effort and attending them and reading the 
literature. » * * 

' Mr^DiKKs, A better job, then, at the high school level would be bene- 
ficial both to. yourselves and espacially the students^ 
Ms, xIllen. Very definitely, yes. > • 

. ' EXCESS PAPERWORK 

Mr. Ruscio, I'have a couple of questions. First, you mentioned the 
excess paperwork that financial aid officers have to do* I notice? that 
Frank is still here from the morning panel. I wonder if yoii folks^ 
couldn't get together, or add your own thoughts individually, and 
send to the committee some of your suggestions. Identify some of the 
useless forms, some of the fornis that could be consolidated. To my 
knowledge, no one has ever seni that to our committee. We were never 
made awilre of that. I don't know if the authorizing committees, the 
ones who set up the education programs, have anything like that, I 
think it would be useful if you could provide that for our files. ' 

Ms, AfXEx. We w:ould be very pleased to do that. 

Mr. Ruscro. Do all of the financial aid officers belong to the National 
Association of iritndent Financial Aid Administrators? 

Ms. AcLEX. They ar6 all s|;rongly encouraged to belong. 

Loan ceiling 

< ' ■ ' *« ■ 

Mr. Ruscio, Last year the Senate Committee on Labor and Public 
Welfare hehl hearings ,on some of the very issues- we are discus3ing' 
today. One of the suggestions that NASP'AA came up with was a 
$2,500 ceiling on loans for students, all Federal i^rograms. I don't 
know if they were speaking for everyone in the organization. Do you 
have any comments on that? 

, Ms. Allen. I would doubt that they would be speaking for every- 
body. One of the problems I think you will find with financial aid offi- 
cers is if you put 12 of us around the table you would get 12 clifferent 
opinions. It is depending upon the types of institutions we deal with. 
Just off of the top of my head, I would not want to see a ceiling on 
loans, partly because at a 2-year public institution they might re- 
(juire less debt thaii a 4-year public, than a 4-year private, to say noth- 
ing of graduate school on top of that, and we do not know whether the 
students themselves or the parents are rej)aying. So it is conceivable 
that out of a $7,500 debt, the parents are indeed paying $r),000 of that. 
[ would be sori'v to see an arbitrary Ceiling. 
Mr. Santnkk. I agree with that stittenlent. 

STATUS OF BASIC (ULVXTS PROGRAM 

Mr. Ri'SfMo. The last thing, something we have touched upon today, 
and it is a very serious accusation, dealing with the BFX)G program. 
Everyone seems to feel that one o( the reasons tile basic grant program 
is not working is because it is not campus based and the financial aid- 
officers never wanted to see it work, never wanted to promote basic 
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grants. That is why we are not reaching the students. That why there 
is a surplus every year. 

Ms. AuLEN. How long do I have to respond to that ? 

Mr. Ruscio. Have you heard that? 

Mr. Dirks. That's a true or false question. ^ o,i 

Ms. Allen. That's a, "How long have you been, beating your wife ^ 
type thing. It simply isn't true. 1 am amazed. We are accuse^ of a 
variety ot outlandish things, but that ha^ gbt to be one of the worst. 
There are ^ome very good reasons why the basic grant program has 
not worked, arid they are not really involved so much with Financial 
Aid Officers. The first year it was very late in coming, as you know. 
It -is an entirely different needs analysis system, so that it is compli- 
cated for .students. "What do you mean, I'm eligible for college work- 
study un3er this needs analysis system, and I nave to go and fill out 
duplicate forms on a whole other needs analysis, and. you're telling 
me that I am not eligible for basic grants, so why does the Federal 
^vemment'say OK in one program and not in another?" That is 
ho^rd to explain to a student. They wonder why^they have to fill out 
separate forms anyway. Sometimes they are not infonned at the high 
school level. ^We pick them ug as upperclassme^. Many financial ^id 
" officers, myself included, are now requiring a basic grant application 
before any other assistance is given; t)ut the Office of Education, as I 
understand it, was vei7 much of£ in theijE* projections of amount of 
pnoney. The needs analysis^^test has gradually eased a bit, b\it it was 
ihcredibly difficult. . ^ 

Mr. Ruspio. They are probably doing this as a result of all the 
difficulty tWdy are having themselves. ^ . ^ 

Ms. 4^EN. I can understand that. 

Mr.lRuscio. I think an example of this~HEW is asking Congress 
.how for authority to pay a bounty— to pay financial aid officers $2 r 
for eyery student they enroll.in the BEOG prpgram. \ 

Mr. DiKKs. So'much a head^a miniraal amount. ^ 

Ms. Allkn. I believe NASFAA figured out that it costs something 
like\630 per student to process a' student eligibility report, and they 
suggested ,,lh at the Office of Education and the institution split that. I 
thii3c it is $20 ori$30, and they came up with this tremendous compro- 
mise of $2 per student enrolled. / ^ ^ 

Mr. Ruscio. Dq you thinkchat would make a d>fference? 

Ms. Allen. Friankly, I think that the fina?rfciaf aid officers are do- 
ing the very best they can and I don't thirfk it matters — by and large, 
if my institution is any indication, any ..administrative expense that I 
brin^ in doe3n't benefit me in any way. It goes simply to the institution. 

Mr. DjjRKS. At S2 a student head, then, you wouldn't really put out 
any diflferent effort or any stronger jeffort to involve a student in the 
BEOG program? \ ^ 

Ms. Allek. No, but at $3r(rl wouldn't either, because a<: my institu- 
tion I require every kudent to apply. 
, Mr. Dirks. Thank you both very much. 

« Next we will hkar from a panel of witnesses in the baifik- 
in^ field. As Senator Brooke pointed out this morning, the banker is 
a key figure in the student loan process. He must find the resources to 
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make loans and then ^ret the borrowers to pay them back. Witli one ^ 
in four loans in a default status around the country, this becomes 
a formidable problem. Our panel consists of. Mary Falvey, Assistant 
vice president of the Springfield Institution >for Savings in 5pring- 
field^ Leonard O'Conner, manager of consumerVinaiice, First National 
Bank of Boston ; and Pdward Piana, vice President of Norfolk County 
Trust Co, in Dedham. Mr. Piana is not presently hWe, 
Miss Falvey, woui^d you like to start? \ 

■ ■ \ , 

■ ■< Banking Field Panel • y 

STATEM£;NTS OF; , ' . " n / 

MABY FALVEY, ASSISTAJ^T VICE PRESIDENT, &PRINGFIELD 

INSTITUTION FOR SAVINGS, SPRINGFIELD, MASS. 
LEOlfARD 0'CONNER> CONSITMI^R FINANCE, ¥mST NATIONAL 

BANK OF BOSTON ' ^ ; 

BANK LOAN LIKITATIONS-yDlSTRIBUTION OF LOANS 

Ms. Falvicy. In the interest/ of time I will waive my statement and 
just bring up a few points that have come up that are in the statement, 
I think one of the most important ones is that the loans at the SIS are 
not limited to bank customers. We do, ho^:^ver, limit them to residents 
of the ffieatei' Sprin^^field area. We have also tried to limit the 
amounts, tried to keen them to $1.,000 a year for undergra4vates, and 
' $1,500 a year for gracluate students. We have been dom^r credit counsel- " 
lug for many yoais. We counsel our students when they come in. A 
debt of $4,0()0 at the end of their under^rraduate work, and if they go , 
on to frraduate work— $7,500 to $8,000, sometimes $9,000, is an awful 
debt to place on h youn^r man or woman today fl^oin^r otit inOT tile 
worlcL especially at the rate of their lack of gettin^r jobs, and incomes ^ 
sufficient to pay' their expenses, , u j i. 

^ While 95 percent of our loans are in a 7 percent plus subsidy cate- 
gory, the bonu« rate is ranged anywhere from three-quarters of'^a 
percent in 1972 u4to the maximum of a percejit in 1974, but then ' 
dropped to one and a half percent for the .period ending June 30 of thi^^ 

^^We flidn't have any knowledge of wl|it the subsidy would be'uiitil 
a little while ago— somebody said it wo|iM be one and a'quarter— for 
tlie period ending Septenjbcr 30. A hiMier rate of ret^iirn worfld en-, 
courage many lendtM's to review their/olicies and maj^be give second 
thoughts to' assisting young men /Cnd women needir^g financia.1 
assistance. ^ . . ' . ^ j- \ 

With Ihc establishment of more feasible guide! inevexpedited pay- 
ment of claims and a higher i^ate of return, I think-tlie higher educa- 
tion pi ogi'anT could be one of the most Important challenges and op- 
portunities lendei*s face in educating the youpger population in good . 
credit habits in this era of consumerism. / 

Mr. DiJt^<H/rhank vou very much. Mr\^'Conner? 

Mr. O^CoN'NER.,^, too, would like to;4aive reading my remarks and 
nrlrlrocc; mvsplf to souie of the points raised here, 
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AVMljAnihiVY OF LOANS TO STUDENTS 

I d,idn't attend the mominff Session, but one of the basic questions 
that seems to haye been raised here is availability, and the problems 
students have. Several of the things I will talk about are inter-^ 
related, obviously. The point was raised by one of the earlier wit- 
nesses CQiiceming the rate. As I am sure the committee is aware, 
banks are not charitable institutions. We are a' profit oriented group, 
and taking the fact that participation in the student loan program 
is voluntary, and also taking into consideration the dollar volume 
Mr. Hoist alluded to. $36 million I believe was the figure provided 
from the banks, the key to. availability on our side seems to be the 
whole questioii of the allowable rate. As Mary noted, the special allow- 
ances Vary. It is computed for an arrears period. We cannot plan, 
other than what om* investment people tell us might happen to gen- 
eral interest rates, and if they say general interest rates will go down 
in the next two quarters we can pro^bly assume^ that the allowance 
willgadpwn. / ' ^^''"x^ ' ^ 

' WcT^ould suggest one of t-wq things, as far as the rate. One would 
be to boost that special allowance, 4, 5, some percentage. I would 
suhmit^thMlas summer, from late s^rirTg into the fall, we wpre 
loaningiiTorTey'~tcr our so-called prime borrowers at a prime rate 
oi 12 percent, and loaning money to stu'den^s at a maximum of 10 
percent. The programs are not pi'ofitable. ^ , / 

The second suggestion with regard to the rate involved i,n the. 
student loan program might be that eath Ifharket^area' within the 
'country be alloA\^ed to set their own rate, Avithin cfertain guidelines, 
of course* I have no/loubt but what this would make funds available. 
Elvery area of the counti-y functions under different cost structures. 
Salaries are different throughout the country, different areas, heating 
costs, the whole overhead costs vary ^froirr , area to area, and I would 
subniit that perhaps a regionalizatidn of some sort regarding the 
maximum allowable rate might be in order. 

I mentioned that the loans are not profitable. Our current accoiuit- 
ing gives us about a 8-percent administrative cost for all loans. That 
leaves us anywhere from 7 percent down to work with, and typically 
the cost of funds — and this is a'bij^ measure — internal cost of funds 
varies from institution to institution; The loans are not profitable. 
There 7a no way that we h^ive figured '(^ut to make them profitable." 
The forms requirement— and I might add that I wholeheaitedly en- 
dorse th%simplificati6n of forms — are burdensome. The time delays 
involved, mailing back and forth, student, educnfionar institution, 
back and .forth, require / filing system to" keep trp^k of what is going 
on, what is where, what is happening to each individual piece of 
jTaper. 

' " SALLIE MAE 

The Tie!Jct point I-woiild like to address is Sallie Mae. T agree with 
Mr. Cosgrove that the program has been a success in this area. How- 
ever, I disagree with him on the use of Sallie Mae. We are more than 
willing to provide our share of the market in educational loans. How- 
ever, we would like the option at some point, of limiting our total 
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dollar investment, and if . you will, revolving our investment in the 
student loan portfolio, and citing an example, if we did have the 
ability to sell our state loans to Sallie Mae we would expand our 
availability for that period probably to that amount, ajid operate the 
entire program on a, revolving basis, making the loans available to 
students, yet at the sam6 time limiting our dollar investment. We are 
not asking that the loans even be profitable. We would a]f)preciate a 
breakeven position. - a 

Mrf Kaoanowich. Can I ask you a question at this points If you 
were allowed to peddle your paper to ttallie Mae, would you use the 
proceeds for additional student loans? - 

Mr. O'CoNNER. Yes. Our ba^ic philosophy in the area of student 
loans — we are the largest banking institution in New England, and 
we have a responsibility to provide those loans to students. 

Mr, DiuKs. How would you feel about a requirement in that respect? 

Mr. O'CoNNER. I tend to agree with Senator Brooke that we have, 
enougl^ regulations and, requirements in a whole bunch of areas, and 
. if I weren't here this afternoon I would be wrestling fair credit 

billing. ' , , / * • 1 i.u i. -.c 

' Mr. Kjloanowich. But there seems to be a contention here that it 
Sallie Mae were allowed into Massachusetts, to buy loan paper that the 
banks might not put the additional money into the loans. 

Ml-, O'CoNNER. I can't say— there may be banks, of course, that 
woiiTd sell to Sallie Mae and never make student loans. Our position 
is that we have an obligation to mak6 these loan^. 

Mr. Kaqanowich. What obligates you? ;^v» 

Mr, O'CoNNER. Our civic responsibility, if you will. Mr, Cosgrove 
alluded to bankers being stupid if th^ made unprofitable loans. Our 
bank and many other banks participate in civic programs at a great 
dollar cost to the institution^and we feel that the education program 
is one of those. We do—and this was addressed earlier by the Senator— 
specifiqally, out of locale lending— our bank by State law is limited to 
Suffolk County as a ba^e of operations, and therefore we do limit our' 
student loans to Suffolk County residents! ^ 

^ USE OP SALLlfe MAE IN OTHER STATES 

Mr. Dirks, Have you had a chance to look at other States that have 
been using the Sallie ^tMae program to see if the allegation of the 
charges that you may not replace these funds> with student loan ac- 
counts are true ? Are other States following this pattetii ? .t^. t 

Mr, O'CoNNER. I haven't had the opportunity to see anything, 1 
know severatlarger banks on the \^est coast have participated heavily, 
Celling loans to Sallie Mae. I know it has been recent. - , . ^ 

Mr, DiuKS, I assume the Office of Education might have that intor-. 

mation f or both of qsfl^ ^ ; ' , , i , * -^u 4.u ^ 

Mr. O'CoNNER. Possibly- As I said, we would look— with that 
ability, we would look at our student loan as a revolvinff situation, and 
I caiA tell you what a dollar figure might be, but perhaps we would 
set a limit that wef wanted to hold ourselves to. If given the abilit/ to 
sell to Sallie Mae, we wduld replace those funds. 

* 
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Mr. KAqANG^Vlc^. Would yoii increase the limit, then? If you Wer6 
able to seU to Sallie Mae and Had more funds, would you then raise 
the limit ? . 

Mr. O'CoNx^in. The thing I feel~^We are. the largest institution in 
the area and we have more branches than j^nyone else, and we often 
* get the feeling we are doing more than our fair shares We, as I said, do 
limit our loans to rosidentii of Suffolk County, which is apretty large 
popi/Iation base, and given the fact that other btaks and<I won't 
accuse anyone, can restrict their programs more severely, if you want 
to look at it that way^I have heard the allegation from customers— 
but be that as it miiy, they are restricted in some bases, and I don't feel 
that we should support all of Suffolk County, l^ut we are willing to dp 
our, share in the marketplace, and I think we have been doing it. I 
\vould submit r>hat with the availability of SalHe,Mae we could poten- 
tially increase our participation in the student loan jDrogram. 

Mr. KAGANOwicta. Do you feel the same way, Ms.'Falvey ? » 

Ms. Falvet. I feel the »ame way. We have never actually set a dollar 
limit on 04!!' loans. We have had promotTions for them. We have never 
M-esti'icted them to.eliminate freshmen.or to eliminate anybody that was 
not a custoniei' of our bank: A few years ago we had a promotion dur- 
ing Education Month, full page ads, pledging all our deposits during 
the month up to $1 million to the education loan program* Every 
employee of the bank haji an S.I.S. help loan button that they wore, to 
feed the information to the customers asking what the button was tor. 

We have encouraged them. We have tried to counsel them. Weliave 
tried to cut down on paperwork, too. We have limited therr^ because 
of the amount and that is all. 

RESTRlQ'^^IOJfS UNDER SALLlt; MAE FOR UfelNO ADOmONA^. FUNDS 

Mr. I^AGANowicH. Are there any rules or restrictions under Sallie 
Mae which would make it difficult for you to make loans witli th^ addi- 
tional funds that would be available? 

Ms, Famev. Not their regulations. It is just on, the average that we 
have for our locality. We have averaged approximately 500,000. In 
1972 we put 702,000 on the books. Normally it runs between 500,000 to 
600,000. We were hampered last year when the new regulations came 
in for tlie $1,500 maximum. Many families didn't want to go through 
the means test. We do give them a pamphlet in the beginning; not a 
paniphlet,^just a sheet, telling them what the requirements are. 

Mr. O'CoxxER. I would second that; we have not limited our total 
dollar amount in HELP loans. I would say that we do restrict the 
number of incoming new loans to freshmen to a certain figure eaclv 
year. Beyond that, once the student has gotten "the initial loan, they 
can have their four or five loans or^whatever. 

I know one of the contentions^ aj^ainst the use of Sallie Mae, in 
addition to the opinion that institutions would go out of the business 
entirely, I follow tliat with the fact that there has been no require- 
ment to be. in it in the first place. If you didn't want to make them 
any more, you don'^t have to make them. You jUst sit and not make 
them and depending on what you have you are out of the program 
and have no more loans in w period of time. 
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The second objection I have heard previously has b^eji the objection 
to the use pf a service company to process and collect, ,and the fact that 
tfc service company is remote and is centralized, it is dealing with large 
numbers of sttidents from different institutions and different locales. 
I woqld submit that given — I forget the specific number, 400-some-odd 
/ lenders within the State, that you have lOO-some-odd ' policies, proce- 
; . durea, withip the framework of the regulations and different under- 
standings of what should happefn. I would submit that one centralized 
servicing organization who are experts in education loans and the. 
processing or education loans would at least make for a uniform effort 
and from that point, easier enforcement of any violations. You have 1 
source instead of 400 some odd to deal with, and police, and instruct, 
and notify, and whatever else has to be done. 
V 

DIS8B>nNATI0N OF BANK INFORMATION ON LOANS 

Mr. DiRicp. A previous witness, Judith Allen, suggested that the 
students should be able to call the banlcs for initial information about 
loans. What is your reaction to tljis, and why^would the brinks not do 
this\ anyway? Why wouldn t it be appropriate to call the banks? 

Ms: Falvtcy. I don't know about you, Leonatd^ but I couldn't under- 
stand that. Our phones are out straight with them all the^time. We do 
.take calls. In fact, we don't go along with dll of the policy suggestions. 
We leave it up to the student to follow through. We give them' a kit 
with all the papers. We don't send the papers directly to^the school^, 
themselves. Jo expedite matters, we just give them everything. They 
can call. We will mail the^^papers out. W6 mark it right down whether 
we have mailed them or not. . ] >> ' 

Mc. Dites. If I werexfreshhian, would it be appropriate to call the 
bank to get some initial information, to make an initial inquiry about 
a student loan ? 

Mr. O'CoNNER. No problem with the initial inquiry. Because of the 
, specialized nature and the complicated forma, essentially, ,we do proc- 
ess our student loans at two of our branches and, typically the student 
is free to call any of our branches, get the basic information as to what 
is required and what is entailed and then be dii:ected. We do prefer 
to interview them, if possible, and they will be directed to the appro- 
^ priate office closest to their home or whatever to be interviewed, to go 
through the forms and what is required in the completion of the iEorms. 
We do a lot of business by mail. 

STUDENT LOAN PORTFOLIO FERCENTAOB 

Mr. Dirks. What percentage of your loan portfolio would be for 
student loans? What would 1:^ the average loan portfolio of a major 
bank in Massachusetts? 

Ms. Falvey. As mentioned in my statement, it is 34 percent of our 
loan portfolio — in student loans. 

Mr. O'CoNNER. We have our own direct student loan program. In 
fact, we have a couple of them, outside of the guaranteed student loan. 
I would guess it would be 10 percent of our portfolio. 
• 7 Mr. DiRKS. Could you give us some idea' how you might decide on 
/the volume? 
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, Mr. O'CoNjiTER. As I have earlier commented, we hJive never re- 
stricted it, and it' is where it is. , ' ^ 
, 'Mr. DiTiKS. 'Who decides -this p^r^entage? What kind of a criteria 
might yaii( us§ for deciding?. 

Ms. Falvey. Originally, J don't think we put any criteria there on 
the amount we would put put under the studeiit loans. Originally it 
. Was going to be $500,000, when we first got into the program in 1962. 
^Then we increased it^up to $2 million, $3 million, and because pf the 
payouts, we never quite reached the $3 million'mark, so we haven't had 
our board revi^jv it. , , 

& ' ' . . ■ v • ' 

* BANK REQUIREMENTS ON BORROWERS 

. Mr. DniK^. Do either of you, as representatives of yotir banksfJiave 
a policy with re^pecfto whether students of their parents irjust have 
Dank deposits,- savings accounts, oi: checking accounts at your banks? 

Ms. Falvey. As I\gtated befpr^, they do hot have to be a customer pf 
th^ bank We do ask fi\em when they come in if they have acQonnts 
w\th us, but we have never really kept tmck of whether they dp oi:.not. 

Mr* Dirks. ThAt is not'a requirement iTor a'policy of the bank not to 
negotiate a loaii with someonlQ^hat w^s'not a customer of the bank ? . 

JVJs. Falvey. No.* In fact, in our area, if they go to another bank 
first, and they, do not have an, account, thdy kftow that the gIS will 
tal£e care of tnem. They send them over and the student will say they 
^ha^be|^.n toar bank^nd they mferwy(:l them id u^^ ^ . ^ 
, Mr. DHflKS. You .evidently have a reason, then, for asking them 
whether they have an iKccount or hot. Tl^ere musHe a reason for that 
kind of a question to come f6i;th, and t think it Vould be good to l^ve 
the reason on the record." . j ^ 

Ms. Falvey. "So that -we would know — in other words, when "i^e 
pledged X number of dollars, >ve ^got to that amount, but we never 
reached that amount so we never .actually used the informfitiony-even 
though wejjtti^down. yVe don't ask theih for an account number. We ; 
just ask them irtAey have an account, * - 

Mt. D^iK^. Do 5^u' agree mth that response? ' 
. Mr., 0'r(ixN^.u. H a^rre^/with it: Our philosophv on the Student- 
loans is to server Qu^hla^ket area, and residents of Suffolk County 
lire accepte(I basically on a first-come,; fiiT5t-f?erved basis on new stu- 
dents entering. iresFimeR,' and sonhniore.s looking 'for assistance. 
For residents oth^r than Suffolk County fesidentf, we have asked 
if |he, person were a cit^oijier of the bank, not a deposit customer— 
maybe a loan customer. Tt; hasn't been held as a strict requirement 
for jnretting Jthe lo^n if you were^ outside. the' county. We have re- 
ceived nuyiy calls from Mr. Hoist ^or«peopl« fi-qm just a)bout anywhere 
and I Would think \ve hme servlijed wi^in our doUa^r amount. 

Mr. H6t,8t. I contend that neitHer.of these two banks are the biggest 
banks in the program but they are both large in the-program and are 
both excellent, and I completely ^accept all lhat theyiia;ve said. I 
wouM like to make .sure tli^at len understands, as you undergtapd, that 
when Mr., Qosg,rove was saying banker^ mpst be fools or something to 
that effect, that he was meaning that in reverse. They Avouldn't be 
lending $3^ million unless ^hey thought it was. a good thing to dp. ' 
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ReLvTIONSHIP of banks Wmi help and hew RBaiONAL OFFICES 

Mr. Dirks. I think I understood Mr. Cosgrove correctly. Along that 
line — and this is a two-pronged question— have you had any problems 
in dealing with the HELP or theJIEW Regional Office?' 

Mr, O'Co^-svAi. None at ajk I guess^the basic conteiition might be 
some delay in claim paymen^^, but npthing major. I think'wc have a 
pretty good relationship with hothvOfRces. 

^ Mr. HoLS^T, Ftom our side, I believe \^'e have an excellent relation- 
^ip w^th these two banks. ^ *; ^ , v ' 

*• ' rBANK REFUSAL OF APPLICATIONS. TO STUDENTS 

Mr, Kagano\vich. Have you ever refused an application for a loan ' 
to-a student who came. into vour bank? Just the application itself? 
Ms. Fal\T!:y. To give him the application? 

Mr. Kaoanwich. Yes. If a student comes into vT)ur bank and says, 
''I would like an application to take out a loan,'^ ai^e there ever any 
instances where you Would 'fcurn him down, in terms of that 
applicant. , - , 

Ms. Kalvey. We havB. had f^ome turned down, but it was after the 
papers u*ere.completeci. 

Mr. Kaoanowi.ch. But you do give him the piece of paper, the ap- 
plication itself? 

IVIs. Falvey. Right We give them a little kit with all the papers and 
the instructions. ». * 

Mr. Kaganowicii. There is an application form in there? 

Ms. Falvijy.; Yes ; the application and all the in'structfohs, 

Mr, ICaganowich. Mr. O'Conner? ' \ . 

Mr, O^CoNNER r would have to say, yes,' we have, after an inter- 
view, if the stu^lent ditl not meet the requirements of the program, I 
.jdpn't know, maybe Fm the one who miscomprehends the program, but 
the delivery of an application form to us, is tantamount to making the 
loan. There was some talk of checking prior repayment records (Jn cer- 
tain borrowers. The typical student has none. 

Ms. Falvey. AA^elK the typical yotmg student doesn't. I think. our 
rejects are more in the older students, those that have been out work- 
ing, with established credit/ when w'e^ have turned them down. . 

Mr. Kaganowtc'ii. Fsee, after ytfu haye done your check?, 

Ms. Falvey. Yes. Normally a young student will not haVb any credit 
or acquired any credit experience at all— but the older students, we 
have turned them down. We hav« turned down many, because they are' 
the veterans, from full-time jobs, getting an average of $30p a month 
additicgial, driving around in 1975 Cadillacs that are not paid for, and 
are 5 oiv? months behind in their payments. We have turned down 
.some of our own mortgage' customers. But this is only after the appli- 
cation is back to the^^bank^ ' . . 
' Mr. Kaoaxowt^^h. That is what ! was driving at, there is no policy 
of refusing an applicant, a student in this case as that is >vhat we 
are dealing with— there is no policy of refusing the student the appli- 
cation form itself ? < * a 
' Ms. Falvey. Unless they are way out of our lending area. Some- 
times we will. In other words, we will have somebody come in, say. 
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somebody going to Springfield College that is a resident of another ^ 
State. We are not able to help them. We have many we do recommend 
that if they aflre frop New York State to contact a bank in that area. 
That would be,about the only thing. ^ Y\ 

Mr. Kaoanowich. And in the instance of yotir bank, you at least 
give Ihem an interview first ? \ ' ' 

Mr. O^CoNNER. Certainly. 

Mr. Kaoanowich. It is not an arbitrary action — that is what I dm 
driving at 2 , 

.Mr. O'CoNNER. No, it is not. It is not, "no, you can't have one." 
There is either on-the phone or iQ^^tfie branch itself, an interview con- 
ducted to determine eligibility requirements generally, and either di- 
rection to the specific branch tA handle it — the applications are only 
in. two pji^rticular branphes in our system — so consequently they are 
either mailed or the student has to go in to one of those two branches 
to get one. - • > 

STUDENT LOAN DEMANDS MET. 

Mr. Kaoanowich. I beli-eve*it was testified earlier in- the hearing 
that the demand is being rnet or is being -substantially met. Would 
-you" agree with that — in terms (Jf^student loans ? ' ' 
' Mr. Q'Conni»;r. I would have*^to agree. In my end of the operation 
I cannot recallS^nd 2 years ago I was directly invol^sed.^ I was the 
one to call for exceptions on the policy for student loans, and I can,rtfct 
remembet ^saying no to anyone. I am sure anyone can sit down Und 
recite a horj-or stoi7 — that somebody went to 18 banks, and got turned 
down. But t^he typical student going to a bahk in the program in his 
marketplace, Ij^o'uld have to say generally get serviced. If not at' 
tile fii*st .oi^f'<^R7 go to, maybe the second or third. I think if the 
st)udent is permttecf to go on- to higher education, and obviously most 
(yf\hem are, there is some effort to be expended* My personal opinion 
in tne area of defaults is most of the guaranteed student loans are 
looked upon as grants, regardless of the initial explanation. 

Mr. Kaoanowich. And you would also feel that the diemand is Being 
met, at least from your perspective? 



Ms. I'AHiVEY. Yes. 



FEDERAL INTEREST SUBSIDY 



Mr. Kaoanowich. The Federal interest subsidy sort of been 
looked lipok aSuan inducement for the student to get assistance. How 
much help is it to him really ? . . 

- Ms. Falvey. I am not sure I understand your que"stion. 

Mr. O'CoNNEij. Tlie fact that they will only pay 7 percent? 

Mr. Kaoanowich. Well, 7 percent— or the fact that they do pay, 
.that there is an interest subsidy tlhat is made available. 

Ms. Falvey. I don't think they worry about the subsftjy. They worry 
more about (he, interest they have to repay i the 7 perceim In compari- 
son to a car loan it is low. \ 

Mr. Kaoanowich. So it could work against the stucJ^t iii some in- 
stances. 
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Mr. HoLST. THe subsidized loans will4>ay the interest currently and 
unsqbsidized loans very' likely, the interest' would riot be paid until 
much later. _ . 

Ms, Fal^vey. Oh, yes. There were very few — that was on those that 
would not qtialify and had to pay their own interest. 

LEVEL MONTHLY PAYMENTS 

Mr. RtJscio, I have a couple of questions that have been brought up 
in the past and I would likfe to bounce them off of you. I know I am 
catching cold and if yoii would like to react in writing that wopld be 
fine. One of the suggestions that has been raised in the last few years 
is thi.s idea of 'level monthly payments, that m'aybe it is inappropriate 
or unworkable. What do you think of the idea of maybe an optional 
payment or.graduated payment sc;ale ? 

Sir. O'CoNXER, I would like to respond to that. I just spent an hour 
and a half on the phone yesterday with regard to some proposed legis- 
lation to .establish 'a «o-called Education Loan Corp., a semi-quaisi- 
public education loan system in the State. I personallv don't feel it 
will work. As I said,,! was on |he phone an hour and a half yesterday 
with Mr. Rt^roz after reading nis proposal which is quite' lengthy and 
detailed, and ho spent an awful lot of lime on ii, I am sure. I think 
the program has enough. ^flexibility right now .as far as repayment 
ternris, provided -we don't load the student up with the maximum debt 
coming out of college, and getting married to someone who has a like 
-,cfebt and probably buying an ^uitoinobile and l^nyinga hous6 and what- 
not. I think the ternis are flexible enough toj fit — and maybe the eco- 
nomic conditions could argue against it — ^^bijt I don't think we have 
to look very far to see well-trayiied college graduates with nckjobs in 
their chosen professions, and. that i^ a problem, I hesitate to even com- 
prehend the repayment terms that would be necessary, Arthur Beroz's 
proposal involved upon graduation/a distribution of se-called loan 
payment coupons to borrowers which would be returned on a monthly 
basis with the payments written- in by the borrower, based on a chart 
that wouUfbe provided — if your income is suOh and such and you have 
so many dependentSvyou pay a monthly payment of x. It doesn't seem 
like a workable plan. I see 30-year loans, womb-to-tomb financing 
really, where the debt would-never get e^tingiii.shed. If you are going 
tfVgear the required payment to that individual's income, I .see a lot 
of iilstanres whens as 1 said, the debt never gets extinguished. 

* XOTIFICATTOX TO UAXKS OF STUDENT ATT^^DANCE 

Mr. Rt srio. Do you think the schools — and this is something that the 
American Rankers Association has suggested — that schools Ought to 
bo c^ompelled to notify lendei*s when a student has dropped outt^r grad- 
uated, giving them aii address or a phone inimbef or something? 

Ms. Falvky. We have had great reception. When we write a loan and 
lywe-ss it, we send a letter to the school stating that we have issued a 
clieck to the student and to ^the school, dnd in the event that they^drop 
out if they would notify us. We have great reception to that. - 
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' Mr. HoLST. That is a standard part of our program, too, that the 
loan doc.uinent impose the obligation on the student to keep the lender 
informed of his academic status and his address. 

Mr. Dirks. Does the school itself feel an obligation to respond back 
fy) the bank or do they dq this as a courtesy ?' * 

Ms. Falvey. 1 believe they have to report to the OflSce of Education. 
We get in all the reports freim.them. If we do not, if we do not pick it 
up for any reason, we will catch it by completing the forijis beca,use 
they will mark it that the schools says they are not there. This is where 
all the additional paperwork comes it. There is an awful lot of work 
checking back on every one of these loans, checking back, tliey say they 
dropped out of school. You contact the student. But we have had great 
reception, if they could notify us— but like they say, they don't know. 
That IS why we feel that by making the check payable to the student 
and the school, they have it in tlieir records, and then if they drop out 
we are notified. But unless the school is notified that the bank has made 
the loan, they have no knowledge of it and so couldn't'report. 

Mr. HoLST. Mary, a letter does go to the financial aid officer or regis- 
trar for every loan for every school for every student. 

LOA>r PAYOFF IN EVENT. OF DEFAULT 

Mr. Ruscio. One last question. T^iis has come up in the committee's 
heaHngs and during some debates in recent years. Hold on to your 
seats. It has been suggested that if once a ilefault claim is made by a 
. lender, instead of paying the bill in full, the Federal Government paid 
the lender in the same installments or rate that a student would pay. 
In other words, this might serve as an incentive to due diligence. ^. 

Ms. Falvey. Well, we are getting our money back at the same' rate 
we would if the student signed a renewal note. A little more booklceep- 
ing, change of bookkeeping recprds, but if we are gettirlg our money 
back 

Mr. O'Cqnner. It would require a greater administrative cost on our 
part, I think. But theoretically we have obligated ourselves to a con- 
tract for X dollars a month for x years ^t that percentage rate and I 
guess my only objection, would be whatever increased administrative 
costs there would be to follow that monthly payment financing. 

GAO CRITICISM OF HEW RECORDBilEI'ING ^ 

Mr. Ilrscio. You mentioned financial procedures earlier. Last yea#' 
the Government Accounting Office criticized HEW for: Lack olade- 
quate accounting systems; problems with the automated system; im- 
l)rovon)entS'noe(lo(l. in ostinia|ed losses; ^nd problems in estimating 
future losses. It becaiuo obvious that HEW wasn't that sophisticated 
in their system. They were making a lot of errors, simple errors, and I 
wonder- if the lenders either here in the Commonwealth or anyplac©^ 
else, to your knowledge, w^ere ever askecl to coniQ^in and give HEW a 
little advice on how to set up the system, perhaps a little fe^back on 
some of the accounting systems that you folks Have set .up? 

Ms. Falvt:y. Well, no. Of course our only contact with HEW was 
sending the quarterly bill. A'll claims go directly to the Stat^.. Some- 
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tifties they are a little slow. Forttmiltely we have our own computers. 
W« get our bill out right away* I guess their computers broke down. 
We ajdn't get the June quarterly hill until September, but that has 
been our only contact with them. 

UEW/l^EN-DER COOPERATION 

\^Mr. Ruscio. I was wondering if it might be helpful for HEW to 
seek the advice of the lenders? 

Mr. O'CoNXER. I think th|, point was raised before bv Senator 
Brooke tJiat this whol,e program should be 4 cooperative effort, and I 
think thkt might be well worth it, I don't know what we could offer. 
1 amrnot, obviousl}^, techmcally familiar with what HEW systems are, 
but we-certainly have a wealth of systems-dedicated people in our bank 
and if such an opportunity presented itself I am sure we would be 
happy to participate. 

Mr, Ruscio. Well, Mr. Spiller from the Boston Five said this morn- 
ing that to his knowledge no banks had ever been brought in since this 
program was started. 

Ms. Falvey. When the new chang'es went through a year and a half 
ago,' I believe it was about 24 Washington attorneys that se^t up the 
new regulations, and that was th^ complaint then, that thlsy didn't 
check with the banks or the lenders. He had'a very good p^oint. 

Mr. Rcscio. "iThank you. 

CONCLUDING REMARKS \ 

; Mr. Dirks, Thank you bo^hj for your veiy ^Irank Jtijd candid 
testimony. 1 

This brings to a close today's hearings on* the stude^nt loan programs. 
The sttbcommittee wishes to extend sincere thanks to all ot you that 
could be here today. This is the firet time in, recent history that' the 
subcommittee has held field hearings and we e^peci^ally are thankful 
for the fact that we were able to come to Boston, Matss. I am sure that 
Senator Brooke is pleased that he could come today, too. 

We intend to make a full report^of the finding of the Senate hearing 
today as soon as possible. We will algo have printed hearings of all of 
the testimony which has been taken today and they will be available 
to not only thesmembers of the Committee on Appropriations in the 
Senate, but to all the other committees that deal with student loans and 
student financing, as well as available to all the Members of Congress 
and to the Federal, State, and local agencies, and of course, to the 
general public. 

subcommittee recess • 

Again, thank you very much for being here. The su)l3Comraittee will 
stand in lecess, • ^ 

[Whereupon, at 5:^)0. p;m., Fridjiy, ^October 17, the h^^nng was 
concluded, and the subcommittee was ^recessed, to I'ecorivene at the call 
of the C?hair,] 



Material /Submitted Subsequent to Hearing 

'[The following/correspondence fi'om Messrs, Hoist, Cosgrovc, and 
Delaney was received subsequent to the hearing and will be placed in 
the record at this poipt,] 

[Lettee From Heloe Holst and Joseph. F. Cosgrove] 

Massachusetts Hioheb 'Education Absistance Corp., 

Boston, Masa., October 27, 1975, 

Hon. Edward W. Brooke, 

Old Senate Office Building^ 

WasMnpton, B.C.* ^ 

Dear Senator IJbookr^ As the testimony of Mr. Wands Delaney, Jr., Director 
of Financial Aid of the College of the Holy Cross, was not-presented orally be- 
fore the 'Senate Appropriations Committee hearings on October 17, 1975, It was 
only today that we had the opportunity to examine his written statement. We 
find 80 many errors In this presentation that we ure obliged to correct the record. 

Mr. Delaney Implies that there Is no rational discourse "amongst student aid 
officers, the banking' community and the state agency charged with operation of 
the loan program." MHEAC holds regular training sessions with lenders and In 
1073 had such meetings In Springfield on January 30, 1973, In Worcester on Feb- 
ruary J^>, 1973, and in Boston on* February 13, 1973 for the purpose of explaining 
the revisions' of the iQan program as enacted by the amendments of 1072. In addi- 
tion we regularly pro^^de written directives, train bank personnel In our office, 
and are In extensive dally contact with lenders' In the active administration of 
the loan program. Similarly, at the request of the New England Regional Office 
of 4:he U.S; Office of Education, we imrtlclpated In three meetings held over the^ 
state foj- the Iflstructlon of Financial Aid. Officers. We have also participated In 
several meetmgs of the Massachusetts Association of Financial Aid 
Administrators. 

Mr. Delaney complains that students are at times turned away by banks to 
which they apply for HELP loans. In fact during the past five years the follow- 
ing numbers of loans and dollars have been lent and guaranteed under the HELP 
program: ^ 

-5^ " Number of 
- ' ^ . loans Value of loans ' 

1-970. 20,815 $20,293,039 

1971.....' 22;-024 23.705,885 

972 ^ : 22.151 25,548. 113 

1973 : , 22,649 29,716,864 

1974 - 24,968 35, 597, 041 

During this time we are not aware of any significant number of students who 
(11(1 not obtain loans. ^ . 
, The growth of the HELP progra.m Is better testimony to its support by lenders 
and its utility to students than a generalized charge which implies the program Is 
not a reliable or a viable source 'of student assistance to those who need It. 
Considering the stiitus of the Commonwealth's finances, Massacliusetts students 
are forttmate that they have not had to rely on state funds for their higher educa- 
tion loans. 

Mr. Delaney charges that MHEAC has opposed the Student Loan Marketing , 
Association warehousing and purchase programs. This is not correct. We have 
consistently favored the warehousing program by which lenders borrow from 
SLMA. Under this program funds obtained from SLMA must be recommitted to 
student loans and the original lender remains responsible for loan administration. 

• ' Am) 
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MHBAC has not favored the 8LMA purchase program because funds obtained 
through It are not required to fee reinvested in student loans. Additionally the 
original lender looses contact with the borrower and Servicing of the lo^in would 
be taken over by an unaasociated and to date remote serMcer. In our opiniOh this 
would result in completely impersonal computerized aominist ration aftff nigh 
default experience. \ . „ , , i 

In its effort to simplify and streamline loan administratiohsMHBAC devel- 
oped and is perfecting a single sheet loan application. It is expected that this will 
be in use by January 1, 1976. . , , ,i i.* 

Mr. Delaney requests a verifiable system for documenting loan applications 
which are rejected. MHEAC does document with written reasons any loan appli- 
cations returned for failure to qualify* / J ii-U *. 

Mr. Delaney states that a higher guarantee fee has been requested without 
sufficient justification or explanation of need. This is absolutely J^}i*^o"t found|- 
tion Authority to increase the fee was requested by MHBAC of the Office 
of Education and MHBAC was required to provide data justifying its request 
Notice of the proposed change ^Ith reason for the change was published in the 
Federal Register of May 13, 1975 with invitation for public comment. Such com- 
ment as was received favored the increase. No adverse comment was received. 

Accordingly the Secretary of Education published a change in the applicable 
regulations In the Federal Register of August 14, 1975 wjiich permits this In- 
crease. Several other states will also be increasing their required fee. 

Mr Delaney suggests a different composition of MHBAC Board of Directors, 
MHBAC's success In securing lender cooperation (346 l^|iders with m offices 
accessible to borrowers) and growth in numibers and values of loans, along with 
Its favorable default ratio, must surely speak favorably for the Board and man- 
agement The Guaranteed Student Loan Program is a loan program.not ahother^ 
^ grant mechanism. Moreover It is a voluntary program in which lenders are en-( 
listed to participate and agree to do so in accordance with tlie terps of the pro- 
gram This doe8 \reqnire, however, such administrative and fiscal procedures as 
may be necessary to protect the U.S.from the risk of unreasonable loss, to insure 
proper and efficient admlnistratlon,4ind to insure that due diligence will he exer- 
cised in the making, servicing and collecting of the loans. Thes^^ requirements 
are necessarily more stringent than for a grant program. j< 

Afl indicated In onr testimony, we stand prepared to provide any information 
available to us which will enhance the HELP program origliliited by our organi- 
zattm which has continued to serve as a prototype in many respects.- 
^^Incerely, 

• Heloe Holst, 

, President, 

Joseph F. Cosgbove, 

Treasurer. 
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24 November 1975 
Dear Senator Brooke; ■ 

A copy of the letter to you from Mr. Helge Hoist", President 
of the Massachusetts Higher Education Assistanc^.Corpora- 
tion and Mr. Joseph Cosgrove, Treasurer of MHEACii was sent 
to me, I wish that I cQuld say that useful dialogue had 
begu;^, but this was further than ever from realization, 
Mr. Ilolst and Mr. Cosgrove accused me of ao many errors 
•(in my presentation t>efore your subcommittee on Optober 
'17th) that they are- obliged to correct the record, I ask 
your toleranqe whife I take up their argument point by 
point. 

1) I said that there was no communication among^ the three 
parties-^the aid officers, the banking community, and 
MHEAC. HQ^t and Cosgrove described their communications 
with the bankers and with us. They ignore "the point that 
they have always stood between us and the banking jspmipunity, 
presuming to speak for them, doing absolutely nothing to ^ 
bring us together, however. They may thiftk they have 
communicated with us, but I can tell you that most of my 
colleagues in the councils of MASFAA would describe the * 
experience as one way. Hoist and Cosgrove haVe never 
given the slightest indication that they have listened to 
us or our needs for program improvement^ 



2) MASFAA for years has 
program is what can be 
of loans in that the wo 
which can choose whethe 
gram, or wheh, of to wh 
lend. We have reported 
and also on the gap in 
ability of lenders. Ho 
the volume and. growth o 
This is a good and enco 
have always appreciated 
question. It is a non 



complained that the HELP loan 
described as an unreliable source 
uld-be borrowers must rely on banks 
r or not to participate in the pro- 
at extent, and to whom they will 

on the negative student experience 
the necessary statewide avail- 
1st and Cosgrove have always cited 
f their program as the answer. ' 
uraging answer which we in MASFAA 
, but it is an answer to another 
sequitur . ■? 
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3) The gentlemen say that during the. time of great growth in the HELP 
loan program they are not aware of any significant number of students 
who did not receive loans. There is a good answer fpr this. The 
banks are riot in the habit of formalizing their rejection of a 
borrower, although many will sign a' reject letter if a student asks 
them for it. There is no indication that such is ever communicated 
to MHEAC. Simply put, while Hoist and Cosgrove will react positively 
one on one in a difficult situation to help a student receive^a loan, , 
they have shown no i'nterest in a systematic solution to a problem 
wlilch they refuse to acknowledge. 

4) We have asked for a formal rejection process at the lender level. 
It i's typical that Hoist and Cosgrove would have you believe and 
understand that the sub*ject is MHEAC rejection (subject already men- 
tioned) but it is not. It is rejection at the lender level which we 
wisji to document, , . 

5) We charge MHEAC with refusing to authorize the banks to deal with 
the Student Loan Marketing Association. We have listened to Hoist 
and Cosgrove explain their reasons for this stand, and we find their 
argument unrealistic and unconvincing. They describe a warm, tidyr 
family type loan program which is/ in our experience, not necessarily 
the rule even when the student application is accepted, let alone When 
the would-be borrower is refused out of hand. v 

If it is the intent of the great and general court of Massachusetts 
and of the U.S. Congress to sustain this loan program jEor the benefit 
of the middle and uppermiddle income families, tlffey have it in MHEAC 
as administered by Hoist and Cosgrove. Access to this loan pr9gram 
is hardly available to ALL of the citizens. 

6) We raised questions about the proposed increase in the guarantee 
fee Hoist and Cosgrove complain that we in effect ignored the 
nbtice of 'the increase published in the May 13th Federal Register. 
Sir, 'we have financial aid offices to run, students to see, and we do 
not iregularly day by day read the Federal Register. Our friends and 
colleagues such as the American Council on Education, the College 
Entrance Examination Board, the National Association of Student Finan- 
cial Aid Administrators, and others (even the U.S. Office of Education 
alert financial aid officers to items of interest. It is symptomatic 
that no such alert came from Mass. Higher Ed. regarding this important 
regulations change. This is another example of the communications 
Eij^blem. What kind of an agency is it that communicates to the 
student aid qommunity through the Federal Register ? ^ 

7) our position on the makeup of the MHEAC Board is clear. It is full 
of: dead wood, and at best it may represent the original .private 
subscribers to the initial and limited guarantee fund which has long- 
since overwhelmingly been augmented by fees charged to borrowers. At 
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worst, it is in effect an Executive Committee of which Hoist and 
Cosgrove plus two others ponstit^te a working majority. The Board 
does not govern MHEAC. ^ 

MASFAA believes the Board should be reconstructed. its base should 
be broadened so as . to represent lenders, borrowers, educational 
institutions, and their'aid officers. It should include women and 
minorities. There is simply no reas(^nt why intelligent administrative 
people should object to such a Board Which broadly, represents those 
pexDple whose rxeeds a,re served by the prbgram which' the Board should 
govern. We hope, therefore, that the present Board williake 
adequate remedial action with your support regarding the position of 
the two executives and the Board structure and ■ composi t ion . 

Lastly, all aid officers are grateful to the banking community for . 
the loans jnade and the borrowers serviced under the HELP loan pro- 
gram. We have appreciated as well- past favors from Mr. Hoist and 
Mr. Cosgrove who have sercufed " individual loans for students when we 
have called upon the HELP loan office for this kind of personalized 
and individual assistance. We feel that a modernized and realisti- 
cally conceived MHEAC would seldom need a personal intervention of 
busy and responsible men at the lev^l of the president and treasurer^ 
or the Corporation. ' 

Thank you for your time and underst^nding'^in this important matter. 
If I can be of any. additional assistance you, do not hesitate to 
call upon me. '*' ^ .. . , 




FSrantrls H. Delaney, Jr. 
n ^ent 



/ 

/ 



